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WEDNESDAY,  MARCH  13,  1985 
House  of  Rbpresentativbs, 

COMMnTBB  ON  BaNKINO,  FINANCE  AND  UrBAN  AfFAIBS, 
SUBOOMMITTEE  ON  HOUSINO  AND  COMMUNITY  DeVELOPBCENT, 

Washington,  DC 

The  Buboommittee  met  at  9:30  a.m.,  in  room  2128  of  the  Raybum 
House  OfiGoe  Building,  Hon.  Henry  B.  Gonzalez  (chairman  of  the 
subomunittee)  presiding. 

Present:  Representatives  Gonzalez,  Oakar,  Vento,  Garda,  Frank, 
Morrison,  Cooper,  Erdreich,  Levin,  Carper,  Kanjorski,  Manton, 
McKinney,  Wylie,  Roukema,  Wortley,  Ridge,  Bartlett,  Roth,  Grot- 
berg,  and  Kolbe. 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order. 

The  Subcommittee  on  Housing  and  Community  Development 
this  morning  continues  its  legislative  hearings.  We  hear  from  the 
Secretary  of  Housing  and  Urban  Development  this  morning,  Mr. 
Samuel  R.  Pierce,  Jr.  We  welcome  the  Secretary  again  this  time. 
It's  been  almost  2  years  since  we  had  the  Secretary  before  us  and, 
of  course,  many  developments  have  occurred  during  that  time,  the 
most  recent  being  the  administration's  budget,  which  in  my  opin- 
ion prraoses  to  do  very  serious  and  eggregioua  damage  to  the  45- 
year  effort  of  housing  low-  and  moderate-income  people. 

There  are  a  large  number  of  issues  and  I  believe  the  members 
have  many  questions  they  will  be  asking  this  morning  of  you,  Mr. 
Secretary,  so  I  have  intended  not  to  speak  at  any  great  length  in 
these  opening  remarks. 

Suffice  it  to  say  that  we  in  Congress  are  facing  a  very  straight- 
forward issue  this  year,  whether  or  not  we  will  continue  the  Feder- 
al effort  of  providing  housing  for  low-  and  moderate-income  people. 
This  is  the  basis  upon  which  I  am  proceeding  with  legislative  ef- 
forts this  year. 

As  I  have  said  repeatedly,  this  is  a  year  of  proof.  We  either  do  or 
do  not  reaffirm  a  national  policy  or  commitment  of  over  40  years 
standing. 

I  know  that  you  have  a  prepared  statement  which  has  been 
given  to  me  in  tiie  interim  and,  as  usual,  you  may  proceed  as  you 
may  see  best  You  ,inay  wish  to  read  your  prepared  statement  or 
you  may  wish  to  summarize  it.  Either  way,  your  statement  will  be 
presented  as  you  have  written  it  for  the  record  at  this  point 

I  recognize  Mr.  McKinney,  the  ranking  member,  for  any  state- 
ment or  other  purposes  he  may  wish  to  address. 

(2487) 
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Mr.  McKiNNEY.  Mr.  Secretary,  it's  a  pleasure  to  have  you  here 
this  morning. 

Mr.  Chainnan,  there's  going  to  be  a  lot  said  to  the  Secretary 
today  and  I  think  I  should  make  it  very  clear  for  the  record  that  I 
happen  to  personally  know  that  the  Secretary  did  heroic  battle  in 
the  Executive  Office  Building  with  OMB  to  try  and  keep  the  ad- 
ministration from  making  some  of  the  draconian  cuts  that  were 
proposed  for  his  Department.  He  fought  long  and  hard  for  that  and 
I'm  etemalW  ffratenil.  I'm  afraid  he  Tost  in  some  areas  but  it's  very 
difficult  to  nght  ofT  Mr.  Stockman,  t  am  lucky.  In  the  14  years  that 
I  have  been  here  I  have  disliked  and  ignored  OMB  under  eveiv 
type  of  administration  and  I  shall  continue  my  same  practice  with 
this  administration. 

Mr.  Secretary,  it's  a  delight  to  have  you  here. 

Secretary  Pierce.  Thank  you. 

Chairman  Gonzalez.  Thank  you.  Does  any  other  member  wish 
to  say  anything  at  this  point?  We  will  recognize  you  briefly  if  you 
do. 

Mr.  Wyue.  Mr.  Chairman,  I  just  want  to  extend  a  warm  welcome 
to  the  Secretarv  and  I  look  forward  to  hearing  from  Mr.  Pierce  this 
morning.  Thank  you. 

Chainnan  Gonzalez.  Mr.  Secretary. 

STATEMENT  OF  HON.  SAMUEL  R  PIERCE,  JR,  SECRETARY,  DE- 
PARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT,  ACCOM- 
PANIED  BY  JEFFREY  FINKLE,  ACTING  DEPUTY  ASSISTANT  SEC- 
RETARY,  COMMUNITY  PLANNING  AND  DEVELOPMENT,  AND 
ALFRED  C  MORAN,  ASSISTANT  SECRETARY-DESIGNEE,  COM- 
MUNITY  PLANNING  AND  DEVELOPMENT 

Secretary  Pierce.  I  thank  you  very  kindly,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee:  It  is  a  pleasure 
to  appear  before  you  and  to  testify  on  the  fiscal  1986  buc^t  and 
legislative  proposals  for  the  Department  of  Housing  and  Urban  De- 
v^opment. 

When  I  became  Secretary  of  HUD,  I  took  to  heart  President  Rea- 
gan's charge  to  reduce  the  size  and  cost  of  Government  while  con- 
tinuing to  help  the  most  needy.  To  build  a  future  of  hope  for  all  the 
American  people,  we  had  to  halt  nmaway  inflation  and  promote  a 
strong  and  lasting  economic  recovery. 

The  economic  recoverv  is  both  history  and  current  events.  Infla- 
tion that  in  1980  seemed  stuck  at  double  digits  has  been  reduced  to 
3  and  4  percent  these  past  3  ^ears.  The  stock  market  that  was  en- 
tering a  recession  is  now  surgmg  to  record  highs. 

The  housing  industry,  once  in  the  depths  of  despair,  is  back- 
hale  and  hearty. 

And,  I'm  proud  to  say,  we  are  helping  to  house  more  needy 
people  than  ever  have  been  housed  before.  This  administration  is 
directing  our  assistance  to  people — not  bricks  and  mortar.  We're 
doing  this  while  reducing  the  Nation's  assisted  housing  debt.  The 
chart  over  to  my  left  dramatically  portrays  this  fact  and  I'd  like  to 
say  just  a  few  words  about  it. 

when  I  came  to  HUD  in  1981,  my  financial  people  said  that  we 
were  facing  a  tremendous  assisted  housing  debt,  that  by  1982  it 
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would  rise  to  $250  billion,  and  I  felt  as  though  we  had  to  try  every 
way  in  our  power  to  stop  that.  We  were  able  to  stop  it.  We  stopped 
it  in  1982  at  $244  billion  and  since  that  time  it's  been  dropping  and 
we  were  able  to  stop  it  because  we  terminated  section  8  new  con- 
struction which  I  considered  wasteful  and  not  economical. 

We  also  made  better  use  of  both  new  and  existing  programs.  We 
deobligated  a  number  of  nonviable  projects.  We  made  improve- 
ments in  management. 

Through  these  and  other  things  we  were  able  to  stop  that  rising 
debt  and  as  you  see,  it  has  dropped  dramatically  since  then.  Today 
it's  at  about  $235  billion  and  by  1986  it  will  go  under  $200  billion. 

At  the  same  time — and  I  emphasize  this — at  the  same  time  we 
have  increased  the  number  of  families  who  receive  assisted  hous- 
ing. When  I  got  here  there  were  about  3.2  million  families  receiv- 
ing assisted  housing.  It's  now  at  about  3.8  million,  and  it  will  con- 
tinue to  go  up  in  the  future  so  that  by  1986  it  will  exceed  4  million. 
Thus,  we  have  been  increasing  assisted  housing  while  we  have  been 
decreasing  the  assisted  housing  debt,  the  very  thing  that  the  Presi- 
dent asked  me  to  do,  to  reduce  the  size  and  cost  of  Government  but 
at  the  same  time  care  for  the  most  needy.  So  we  have  been  increas- 
ing our  aid  to  the  most  needy  while  reducing  our  debt  and  taking  it 
off  the  backs  of  future  taxpayers. 

Now  in  1981,  the  total  assisted  housing  debt  was  being  forecast 
at  $250  billion  by  1982,  as  I  said  before;  $250  bUlion  is  a  lot  of 
money,  a  quarter  of  a  trillion  dollars.  The  debt  had  increased  30 
percent  between  1977  and  1980.  Clearly,  we  had  to  redirect  the  Na- 
tion's housing  policy  to  save  us  from  an  assisted  housing  debt  of 
catastrophic  proportions,  while  continuing  to  help  the  most  needy. 

As  a  nrst  step,  we  switched  emphasis  from  new  construction  pro- 
grams to  those  which  utilize  existing  housing  stock.  As  part  of  that 
effort,  we  developed  the  rental  rehabilitation  initiative  and  the 
Voucher  Program  which  provides  housing  assistance  to  eligible 
&milie8  at  about  one-third  the  cost  of  new  construction. 

With  these  actions  and  others,  we've  begun  to  reduce  the  assisted 
housing  debt,  as  the  chart  indicates.  At  the  same  time,  we  are  as- 
sisting more  families  than  ever.  In  fiscal  1981,  HUD  was  assisting 
3.2  million  families  with  housing;  in  1986  that  number  will  have 
risen  to  4.2  million,  an  increase  of  approximately  1  million  families 
since  I  arrived  at  HUD. 

Fm  proud  of  that  increase.  And,  I'm  proud  of  the  reduction  we've 
achieved — and  continue  to  achieve — in  the  assisted  housing  debt. 

I  intend  to  maintain  and  improve  upon  our  progress  on  both 
these  fronts.  But  present  conditions  demand  that  we  do  even  more. 

Today,  as  President  Reagan  said  in  his  second  inaugural  address: 
''We  have  come  to  a  turning  point,  a  moment  for  hard  decisions." 

In  making  those  decisions,  we  benefit  by  the  groundwork  laid 
over  the  last  4  years. 

By  1981,  the  Section  8  New  Construction  Program  had  produced 
a  great  number  of  housing  units.  But,  it  was  exorbitantly  expensive 
and  it  took  years  before  actually  housing  anyone. 

I  reoonunended  that  we  terminate  the  program  and  the  Congress 
agreed. 

Our  inx>po6als  of  the  earlv  1980's  sought  new  means  to  address 
the  low-income  housing  needs  of  this  country  both  thoughtfully  and 
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sensibly.  With  vouchers,  we  have  an  assisted  housing  program  that 
utilizes  existing  housing  stock  instead  of  focusing  on  new  construc- 
tion. We'll  subsidize  a  family  instead  of  a  builder.  We'll  offer  free- 
dom of  choice  and  a  shopper's  incentive  for  a  family,  instead  of 
forcing  it  to  live  in  a  Federal  project.  And  we'll  shelter  that  familv 
today,  not  three  to  four  years  from  now — the  average  time  it  took 
to  house  a  family  under  section  8  new  construction. 

Tlie  American  people  have  a  commitment  to  provide  decent,  safe, 
and  affordable  housing  for  those  who  €u-e  needy.  With  these 
changes  and  new  programs,  we  renew  taxpayer  confidence  so  we 
can  camr  that  commitment  into  the  future. 

Mr.  Chairman,  we  can  help  attack  Federal  deficits  through  a 
temporary  pause  in  funding  new  assisted  housing  units.  We  pro- 
pose a  2-year  moratorium  on  incremental  units,  knowing  that  we 
nave  a  substantial  amount  in  our  pipeline  which  will  add  207,000 
new  families  to  those  we  now  assist.  We  also  know  that,  when  full 
funding  resumes  in  fiscal  1988,  our  programs  will  be  adding  new 
families — who  will  be  housed  more  quickly — because  of  the  vouch- 
er. 

Those  programs  will  include: 

A  Permanent  Voucher  Program,  for  which  authorization  in  fiscal 
1986  is  sought; 

Section  202  housing  for  the  elderly  and  handicapped; 

Rental  rehabilitation,  a  Pay-As-Vou-Go  Program  which  allows 
local  government  decisionmcdking  for  design  and  location  of  its 
projects. 

And  finally,  Indian  housing. 

We  propose  terminating  the  Rental  Housing  Development  Grant 
Program,  or  HoDAG.  This  program  was  created  by  the  Congress 
and  accepted  by  the  administration  with  the  understanding  that  it 
would  be  a  one-time,  2-year  program. 

We  have  found  that  the  HoDAG  Program  is  an  expensive  way  to 
subsidize  lower  income  housing.  We  estimate,  overall,  60  percent  df 
the  HoDAG  funds  are  subsiding  market  rate  units  and  40  percent 
€u-e  subsidizing  lower  income  units.  The  net  effect  is  a  cost  of 
$76,000  to  provide  a  lower  income  HoDAG  unit.  In  addition,  three- 
quarters  of  the  HoDAG  projects  include  tax-exempt  financing,  in- 
creasing the  Federal  cost  even  more. 

We  also  have  found  that  the  program  is  not  well  targeted  to 
need.  Over  40  percent  of  the  projects  funded  thus  far  are  located  in 
cities  with  a  rental  vacancy  rate  above  the  national  median  of  6.34 
percent,  accounting  for  43  percent  of  the  HoDAG  funds.  Rental  va- 
cancy rates  in  these  cities  went  as  high  as  12  percent. 

We've  made  some  tough  decisions  for  fiscal  1986  in  our  public 
housing  programs.  But  here  again,  our  proposals  rest  on  a  founda- 
tion of  long-term  planning  of  management  reforms  and  use  of  a 
substantial  funding  pipeline. 

We  propose  $1  billion  in  operating  subsidies  for  fiscal  1986, 
which  represents  100  percent  of  the  performance  base  funding  for- 
mula. 

Under  the  Modernization  Program,  approximately  $3  billion  of 
the  $7.4  billion  of  funds  approved  through  1984  for  capital  improve- 
ments remains  available  for  present  and  future  use  by  public  hous- 
ing authorities.  In  addition,  we  have  on  hand  $847  nullion  of  funds 
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approved  for  fiscal  year  1986 — funds  which  can  and  will  be  commit- 
ted to  these  PHA's. 

We  propose  a  limited  moratorium  on  modernization  funds  for 
fiscal  1986.  I  say  "limited"  because  we  still  will  provide  $176  mil- 
lion for  emergency  needs. 

However,  we  will  use  this  moratorium  on  comprehensive  mod- 
ernization to  allow  PHA's  to  utilize  backed-up  pipeline  funds  and 
develop  long-range  planning  for  future  funding. 

We  also  want  to  use  the  moratorium  period  for  transition  to  a 
more  effective  modernization  program.  I  soon  will  submit  a  propos- 
al for  a  comprehensive  grant  system  which  would  become  effective 
in  fiscal  1987.  The  objectives  of  the  proposal  will  be  to  dereo^ulate 
the  public  housing  program  in  favor  of  a  greater  degree  of  local 
choice  and  to  provide  a  greater  degree  of  predictability  of  funding 
for  capital  improvemento  through  use  of  formula  funding.  I  look 
forward  to  working  with  the  authorization  committees  in  both 
Houses  toward  development  of  such  a  system. 

In  addition,  our  1986  budget  and  legislative  package  proposes 
public  housing  financing  reform  to  reduce  budget  outlavs  in  future 
years.  The  Tax  Reform  Act  of  1984  has  prevented  us  from  rolling 
over  in  the  private  market  approximately  $14  billion  in  guaran- 
teed, tax-exempt  short-term  notes.  These  notes  had  been  issued  to 
finance  public  housing  development  and  modernization.  We  are 
buying  up  the  entire  inventory  of  these  notes,  increasing  outlays 
and  budget  authority  sharply  in  1986. 

We  propose  to  turn  this  problem  into  an  opportunity.  We  plan  to 
finish  buying  up  the  inventory  of  short-term  loans  and  seek  legisla- 
tion to  cancel  tx>th  the  Treasury  debt  and  the  debt  of  the  public 
housing  authorities.  With  these  cancellations,  by  1990  we  would  re- 
capture and  rescind  approximately  $36  billion  in  long-term  commit- 
ments to  pay  debt  service.  This  would  enable  us  to  reform  the  out- 
dated and  expensive  financing  mechanism  for  public  housing  con- 
struction and  modernization.  These  programs  would  then  be  fi- 
nanced on  an  up-front  capital  cost  basis,  saving  billions  of  dollars 
in  future  years. 

With  steps  like  these,  we  hope  to  avoid  mortgaging  our  children's 
future. 

ThcMpeople  who  live  in  public  housing  deserve  a  better  future,  as 
welL  Tne  quality  of  life  in  public  housing  is  important  to  us,  and 
we're  being  innovative  on  behalf  of  those  who  live  there.  We're  also 
committed  to  improving  and  preserving  our  existing  housing  inven- 
tory, which  can  contribute  to  a  better  quality  of  life  for  residents  of 
puhUc  housing. 

Now  I'll  discuss  our  community  development  proposals.  Commu- 
nity development  block  grants  must  play  a  part  in  our  deficit  re- 
duction effort  for  1986.  We  propose  a  CDBG  reduction  of  10  per- 
cent, to  a  funding  level  of  $3,126  billion.  This  is  solelv  a  belt-tight- 
ening measure  for  fiscal  1986.  Beginning  in  fiscal  1987,  we  will  in- 
crease funding  by  6  percent  per  year  through  1990. 

We  also  propose  changing  the  split  of  CDBG  funds  between  the 
entitlement  and  nonentitlement  categories  from  a  70-  and  30-per- 
cent division  to  a  60-  and  40-percent  split.  This  allocation  change 
will  allow  more  of  the  community  development  activities  currently 
carried  out  by  the  Farmers  Home  Administration  to  be  undertaken 
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by  small  communities  through  the  State  CDBG  Program.  This  is 
consistent  with  the  administration's  proposal  to  end  Farmers  Home 
support  of  public  facility  construction  projects. 

To  underscore  our  commitment  to  deficit  reduction,  we  propose 
terminating  one  megor  development  program — Urban  Development 
Action  Grants,  or  UDAG.  As  you  know,  I've  been  one  of  the  pro- 
gram's strongest  supporters.  I  fought  for  its  continuation. 

UDAG  has  been  a  good  program.  Over  the  last  4  years,  UDAG 
made  possible  redevelopment  projects  which  could  not  have  been 
achieved  without  it.  However,  we've  come  to  the  point  where  we 
must  reduce  our  budget  to  bring  down  current  and  outyear  deficits. 
In  order  to  do  this,  the  administration  has  taken  the  position  it  will 
eliminate  Federal  financing  and  grant  programs  for  local  economic 
development  programs  such  as  EDA,  the  Appalachian  Regional 
Commission  and  UDAG.  By  terminating  these  programs,  savings  to 
the  Treasury  will  be  nearly  $2  billion  in  just  3  years. 

It's  worth  noting  that  over  80  percent  of  the  communities  which 
have  won  UDAG  awards  will  receive  some  form  of  debt  service  re- 
payment in  1986.  Looked  at  another  way,  this  year — fiscal  1985 — 
debt  service  repayment  to  communities  will  amount  to  approxi- 
mately $170  million — roughly  26  percent  of  current  annual  UDAG 
appropriations.  This  repayment  increases  yearly,  in  1988  reaching 
about  50  percent  of  current  annual  UDAG  appropriations.  These 
repayments  allow  communities  to  carry  on  new  economic  develop- 
ment activities. 

The  Urban  Homesteading  Program  continues  to  serve  as  an  ef- 
fective, low-cost  method  for  improving  existing  housing  stock  and 
promoting  neighborhood  revitalization.  We  propose  a  $12  million 
appropriation  for  this  program  in  1986  to  support  the  conveyance 
and  homesteading  of  827  units. 

Our  budget  proposes  expanded  authority  and  outlays  in  one  key 
area — fair  housing.  We  are  determined  to  assure  fair  housing  for 
all  Americans.  Our  one  new  undertaking  next  year  will  be  a  Fair 
Housing  Initiatives  Program  to  be  funded  at  $10  million  in  fiscal 
1986.  This  will  be  part  of  an  expanded  national  effort  to  focus  on 
the  problem  of  discrimination  in  housing  by  utilizing  both  public 
and  private  resources  and  energies  at  the  grassroots  level. 

In  addition,  our  existing  Fair  Housing  Assistance  Program  will 
be  continued  at  a  funding  level  of  $5  million.  This  brings  the  total 
budget  authority  for  fair  housing  programs  to  $15  million,  up  from 
$6.7  million  in  1985.  Outlays  will  also  rise:  From  $7.8  million  to  $11 
million. 

The  President  and  I  have  long  recognized  that  we  need  to 
strengthen  the  enforcement  provisions  of  our  fair  housing  law.  The 
issue  of  fair  housing  transcends  partisan  concerns.  Stronger  fair 
housing  enforcement  will  be  a  mcgor  legislative  effort  for  us  this 
year. 

Another  priority  is  enactment  of  Federal  enterprise  zone  legisla- 
tion. Enterprise  zones  are  targeted  to  areas  of  the  country  that  are 
\f  distressed.  Surrounded  by  extreme  poverty  and  unemploy- 
1    \u\^  iliese  areas  €u-e  not  benefitmg  from  the  economic  recovery — 
u         e  they  likely  to  in  the  foreseeable  future. 

1     nrise  zones  can  help  alleviate  the  severe  problems  in  these 
ith  Federal  tax  and  regulatory  relief  added  to  State  and 
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local  inoentiveB,  private  sector  ci^tal  will  be  attaractod  to  our  dis- 
trcoood  communitieB.  Entorpriae  zoneB  can  help  us  to  replace  pover- 
ty and  despair  with  jobs  and  hope. 

That,  Bfr.  Chairman,  is  where  we  are  headed.  Fm  ccmvinced  that 
sacrifice  is  required  if  we  are  to  meet  the  major  economic  chal- 
lenges before  us. 

We  can  bring  the  Federal  budget  under  controL  And,  doing  so 
will  hcdp  us  ensure  that  the  firuits  of  our  prosperity  are  shared  as 
wiii^y  as  possible,  especially  with  those  with  the  greatest  needs. 

Tmink  you  for  inviting  me  to  present  our  budget  and  legislative 
propocuds  to  this  committee.  Nowl  will  be  glad  to  respond  to  any 
questions  you  and  the  members  of  the  subcommittee  may  have. 

Chairman  Gonzalez.  Thank  you,  Bfr.  Secretary. 

[Secretary  Pierce's  pr^pand  statement,  on  behalf  of  the  Depart- 
ment of  Housing  and  Urban  Development,  and  a  letter  from  Secre- 
tary Pierce  to  Speaker  of  the  House  Thomas  P.  O'Neill,  Jr.,  dated 
BSarch  11,  1985,  with  the  text  of  HJL  1870  and  a  section-by-eection 
explanation  and  justification  of  the  legislation,  follow:] 
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TESTIMONY  OF 

SECRETARY  SAMUEL  R.  PIERCE,  JR. 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 


Mr.  Chairman  and  Members  of  the  Committee: 

It  is  a  pleasure  to  appear  before  you  to  testify  on  the  fiscal 
1986  budget  and  legislative  proposals  for  the  department  of  housing 
AND  Urban  Development. 

When  I  became  Secretary  of  HUD,  I  took  to  heart  President 
Reagan's  charge  to  reduce  the  size  and  cost  of  government  while 
continuing  to  help  the  most  needy.  To  build  a  future  of  hope  for 
ALL  THE  American  people,  me  had  to  halt  runaway  inflation  and 

PROMOTE  A  strong  AND  LASTING  ECONOMIC  RECOVERY. 

The  economic  recovery  is  both  history  and  current  events. 
Inflation  that  in  1980  seemed  stuck  at  double  digits  has  been 

reduced  to  3  and  4  PERCENT  THESE  PAST  THREE  YEARS.   ThE  STOCK 

market  that  was  entering  a  recession  is  now  surging  to  record 
highs. 

The  HOUSING  industry,  once  in  the  depths  OF  DESPAIR,  IS 

back... hale  and  hearty. 

And,  I'm  proud  to  say,  we're  helping  to  house  more  needy 

PEOPLE  THAN  EVER  HAVE  BEEN  HOUSED  BEFORE.  ThIS  ADMINISTRATION  IS 
directing  our  ASSISTANCE  TO  PEOPLE  —  NOT  BRICKS  AND  MORTAR.  We'RE 
DOING  THIS  WHILE  REDUCING  THE  NATION'S  ASSISTED  HOUSING  DEBT.   ThE 
chart  DRAMATICALLY  PORTRAYS  THIS  FACT. 
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In  1980,  THE  TOTAL  ASSISTED  HOUSING  DEBT  WAS  BEING  FORECAST  AT 
$250  BILLION  BY  1982  —  A  QUARTER  OF  A  TRILLION  DOLLARS.   IT  HAD 
INCREASED  30  PERCENT  BETWEEN  1977  AND  1980.  CLEARLY,  WE  HAD  TO 

redirect  the  nation's  housing  policy  to  save  us  fron  an  assisted 
housing  debt  of  catastrophic  proportions.  while  continuing  to  help 
the  needy. 

as  a  first  step,  we  switched  emphasis  fron  new  construction 
programs  to  those  which  utilize  existing  housing  stock.  as  part  of 
that  effort,  we  developed  the  rental  rehabilitation  initiative  and 
the  voucher  program  which  provides  housing  assistance  to  eligible 
families  at  about  one-third  the  cost  of  new  construction. 

With  these  actions  and  others,  we've  begun  to  reduce  the 

ASSISTED  HOUSING  DEBT,  AS  THE  CHART  INDICATES.  AT  THE  SAME  TIME, 
we're  ASSISTING  MORE  FAMILIES  THAN  EVER.    In  FISCAL  1981,  HUD  WAS 
ASSISTING  3.2  MILLION  FAMILIES  WITH  HOUSING;  IN  1986  THAT  NUMBER 
WILL  HAVE  RISEN  TO  4.2  MILL  ION... AN  INCREASE  OF  APPROXIMATELY  A 
MILLION  FAMILIES  SINCE  I  ARRIVED  AT  HUD. 

I'm  PROUD  OF  THAT  INCREASE.  AnD,  I'M  PROUD  OF  THE  REDUCTION 
we've  ACHIEVED,,, AMD  CONTINUE  TO  ACHIEVE. ..IN  THE  ASSISTED  HOUSING 
DEBT. 

I  INTEND  TO  MAINTAIN  AND  IMPROVE  UPON  OUR  PROGRESS  ON  BOTH 
THESE  FRONTS.   BUT  PRESENT  CONDITIONS  DEMAND  THAT  WE  DO  EVEN  MORE. 
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Today*  as  President  Reagan  said  in  his  second  Inaugural 
Address:  'We  have  cohe  to  a  turning  point,  a  hohent  for  hard 
decisions/ 

In  making  those  decisions,  we  benefit  by  the  groundwork  laid 

OVER  the  last  four  YEARS. 

By  1981,  THE  Section  8  New  Construction  program  had  produced  a 

Cr^EAT  NUMBER  OF  HOUSING  UNITS.  BUT,  IT  WAS  EXORBITANTLY  EXPENSIVE 
AND  IT  TOOK  YEARS  BEFORE  ACTUALLY  HOUSING  ANYONE. 

I  RECOMMENDED  THAT  WE  TERMINATE  THE  PROGRAM,  AND  THE  CONGRESS 
AGREED. 

Our  PROPOSALS  of  the  early  80 's  sought  new  means  to  address 

THE  LOW-INCOME  HOUSING  NEEDS  OF  THIS  COUNTRY  BOTH  THOUGHTFULLY  AND 

SENSIBLY.  With  vouchers,  we  have  an  assisted  housing  program  that 

UTILIZES  EXISTING  HOUSING  STOCK  INSTEAD  OF  FOCUSING  ON  NEW 
CONSTRUCTION.  We'LL  SUBSIDIZE  A  FAMILY  INSTEAD  OF  A  BUILDER. 

We'll  offer  freedom  of  choice  and  a  shopper's  incentive  for  a 

FAMILY,  INSTEAD  OF  FORCING  IT  TO  LIVE  IN  A  FEDERAL  PROJECT.  AnD 
we'll  SHELTER  THAT  FAMILY  TODAY,  NOT  THREE-TO-FOUR  YEARS  FROM  NOW 
...THE  AVERAGE  TIME  IT  TOOK  TO  HOUSE  A  FAMILY  UNDER  SECTION  8  NEW 

Construction. 
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The  American  people  have  a  connitnent  to  provide  decent,  safe 

AND  affordable  HOUSING  FOR  THOSE  WHO  ARE  NEEDY.  WiTH  THESE  CHANGES 

and  new  programs,  we  renew  taxpayer  confidence  so  we  can  carry  that 
commitment  into  the  future. 

Nr.  Chairman,  we  can  help  attack  Federal  deficits  through  a 

TEMPORARY  PAUSE  IN  FUNDING  NEW  ASSISTED  HOUSING  UNITS.  ME  PROPOSE 
A  TWO-YEAR  MORATORIUM  ON  INCREMENTAL  UNITS,  KNOWING  THAT  WE  HAVE  A 
SUBSTANTIAL  AMOUNT  IN  OUR  PIPELINE  WHICH  WILL  ADD  207,000  NEW 
FAMILIES  TO  THOSE  WE  NOW  ASSIST.  HE  ALSO  KNOW  THAT,  WHEN  FULL 

funding  resumes  in  fiscal  1988,  our  programs  will  be  adding  new 
families... who'll  be  housed  more  quickly. . .because  of  the  voucher. 

Those  programs  will  include: 

0  a  permanent  voucher  program,  for  which  authorization 
in  fiscal  1986  is  sought; 

0  Section  202  housing  for  the  elderly;  and 

0  Rental  rehabilitation,  a  pay-as-you-go 
program  which  allows  local  government 
decision-making  for  design  and  location 
of  its  projects. 

0  Indian  Housing 
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We  propose  terminating  the  Rental  Housing  Development  Grant 
Program,  or  HoDAG.  This  program  was  created  by  the  Congress  and 
accepted  by  the  administration  mith  the  understanding  that  it  would 
be  a  one-time.  two-year  program. 

We  have  found  that  the  HoDAG  program  is  an  expensive  way  to 

SUBSIDIZE  LOWER  INCOME  HOUSING.   WE  ESTIMATE  THAT,  OVERALL* 
60  PERCENT  OF  THE  HoDAG  FUNDS  ARE  SUBSIDIZING  MARKET  RATE  UNITS  AND 
40  PERCENT  ARE  SUBSIDIZING  LOWER-INCOME  UNITS.  ThE  NET  EFFECT  IS  A 
COST  OF  $76,000  TO  PROVIDE  A  LOWER  INCOME  HoDAG  UNIT.   In  ADDITION. 
THREE-QUARTERS  OF  THE  HoDAG  PROJECTS  INCLUDE  TAX-EXEMPT  FINANCING. 
INCREASING  THE  FEDERAL  COST  EVEN  MORE. 

We  also  have  found  that  the  program  is  not  well  TARGETTED  TO 
NEED.  Over  40  percent  of  the  projects  funded  thus  far  are  located 

IN  CITIES  with  a  rental  VACANCY  RATE  ABOVE  THE  NATIONAL  MEDIAN  OF 

6.34  percent.  accounting  for  43  percent  of  the  hodag  funds.  rental 
vacancy  rates  in  these  cities  went  as  high  as  12  percent. 

We've  made  some  tough  decisions  for  fiscal  1986  in  our  public 
housing  programs.  but  here  again.  our  proposals  rest  on  a 
foundation  of  long-term  planning  of  management  reforms  and  use  of  a 
substantial  funding  pipeline. 

We   PROPOSE  $1   BILLION   IN  OPERATING  SUBSIDIES  FOR  FISCAL    1986. 
WHICH  REPRESENTS   100  PERCENT  OF    THE   PERFORMANCE   BASE  FUNDING 
FORMULA. 
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UVDER  THE  MODERNIZATION  PROGRAM,  APPROXINATELY  $3  BILLION  OF 
THE  S7.4  BILLION  OF  FUNDS  APPROVED  THROUGH  1984  FOR  CAPITAL 
INPROVENENTS  REMAINS  AVAILABLE  FOR  PRESENT  AND  FUTURE  USE  BY  PUBLIC 
HOUSING  AUTHORITIES.   In  ADDITION,  NE  HAVE  ON  HAND  $847  MILLION  OF 
FUNDS  APPROVED  FOR  FISCAL  YEAR  1985... FUNDS  VHICH  CAN  AND  VILL  BE 
COMMITTED  TO  THESE  PHAs. 

He  propose  a  LIMITED  MORATORIUM  ON  MODERNIZATION  FUNDS  FOR 
FISCAL  1986.   I  SAY  'limited'  BECAUSE  VE  STILL  WILL  PROVIDE  $175 

million  for  emergency  needs. 

hovever,  ve  will  use  this  moratorium  on  comprehensive 
modernization  to  allow  phas  to  utilize  backed  up  pipeline  funds  and 
develop  long-range  planning  for  future  funding. 

Me  also  want  to  use  the  moratorium  period  for  transition  to  a 
more  effective  modernization  program.  i  soon  will  submit  a 
proposal  for  a  comprehensive  grant  system  which  would  become 

EFFECTIVE  IN  FISCAL  1987.  ThE  OBJECTIVES  OF  THE  PROPOSAL  WILL  BE 
TO  DEREGULATE  THE  PUBLIC  HOUSING  PROGRAM  IN  FAVOR  OF  A  GREATER 
DEGREE  OF  LOCAL  CHOICE  AND  TO  PROVIDE  A  GREATER  DEGREE  OF 
PREDICTABILITY  OF  FUNDING  FOR  CAPITAL  IMPROVEMENTS  THROUGH  USE  OF 
FORMULA  FUNDING.   I  LOOK  FORWARD  TO  WORKING  WITH  THE  AUTHORIZATION 
COMMITTEES  IN  BOTH  HOUSES  TOWARD  DEVELOPMENT  OF  SUCH  A  SYSTEM. 
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In  addition,  our  1986  budget  and  legislative  package  proposes 
Public  Housing  Financing  Reform  to  reduce  budget  outlays  in  future 
YEARS.  The  Tax  Reform  Act  of  1984  has  prevented  us  from  rolling 

OVER  IN  THE  PRIVATE  MARKET  APPROXIMATELY  $14  BILLION  IN  GUARANTEED, 
TAX-EXEMPT  SHORT-TERM  NOTES.   THESE  NOTES  HAD  BEEN  ISSUED  TO 
FINANCE  PUBLIC  HOUSING  DEVELOPMENT  AND  MODERNIZATION.   WE  ARE 

buying  up  the  entire  inventory  of  these  notes,  increasing  outlays 
and  budget  authority  sharply  in  1985. 

We  propose  to  turn  this  problem  .into  an  opportunity.  We  plan 
to  finish  buying  up  the  inventory  of  short-term  loans  and  seek 
legislation  to  cancel  both  the  treasury  debt  and  the  debt  of  the 
Public  Housing  Authorities.  With  these  cancellations,  by  1990  we 
mould  recapture  and  rescind  approximately  $36  billion  in  long-term 
commitments  to  pay  debt  service.  this  would  enable  us  to  reform 
the  outdated  and  expensive  financing  mechanism  for  public  housing 
construction  and  modernization.  these  programs  would  then  be 
financed  on  an  up-front  capital  cost  basis,  saving  billions  of 
dollars  in  future  years. 

With  steps  like  these*  we  hope  to  avoid  mortgaging  our 
children's  future. 

The  people  who  live  in  public  housing  deserve  a  better  future, 
AS  WELL.  The  quality  of  life  in  public  HOUSING  is  important  to  us, 

AND  we're  being  INNOVATIVE  ON  BEHALF  OF  THOSE  WHO  LIVE  THERE. 
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We're  also  connitted  to  improving  and  preserving  our  existing 
housing  inventory,  which  can  contribute  to  a  better  quality  of  life 
for  residents  of  public  housing. 

Now,  I'll  discuss  our  community  development  proposals. 
Community  Development  Block  Grants  must  play  a  part  in  our  deficit 
reduction  effort  for  1986.  We  propose  a  CDBG  reduction  of  10 

PERCENT,  TO  A  FUNDING  LEVEL  OF  $3,125  BILLION.   ThIS  IS  SOLELY  A 

belt-tightening  measure  for  fiscal  1986.  Beginning  in  fiscal  1987, 

WE  WILL  increase  FUNDING  BY  6  PERCENT  PER  YEAR  THROUGH  1990. 

We  also  propose  changing  the  split  of  CDBG  funds  between  the 

ENTITLEMENT  AND  NON-ENTITLEMENT  CATEGORIES  FROM  A  70  AND  30  PERCENT 
DIVISION  TO  A  60  AND  40  PERCENT  SPLIT.   THIS  ALLOCATION  CHANGE  WILL 
ALLOW  MORE  OF  THE  COMMUNITY  DEVELOPMENT  ACTIVITIES  CURRENTLY 
CARRIED  OUT  BY  THE  FARMERS'  HOME  ADMINISTRATION  TO  BE  UNDERTAKEN  BY 
SMALL  COMMUNITIES  THROUGH  THE  STATE  CDBG  PROGRAM.   ThIS  IS 
CONSISTENT  WITH  THE  ADMINISTRATION'S  PROPOSAL  TO  END  FARMERS'  HOME 
SUPPORT  OF  PUBLIC  FACILITY  CONSTRUCTION  PROJECTS.  AnD,  IT  MORE 
ACCURATELY  REFLECTS  THE  NATION'S  POPULATION  AS  A  WHOLE. 

To  UNDERSCORE  OUR  COMMITMENT  TO  DEFICIT  REDUCTION,  WE  PROPOSE 
TERMINATING  ONE  MAJOR  DEVELOPMENT  PROGRAM  —URBAN  DEVELOPMENT 

ACTION  Grants,  or  UDAG.  As  you  know,  I've  been  one  of  the 
program's  strongest  supporters.  I  fought  for  its  continuation. 
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UDAG  HAS  BEEN  A  GOOD  PR06RAN.   OVER  THE  LAST  FOUR  YEARS,  UDAG 
NADE  POSSIBLE  REDEVELOPMENT  PROJECTS  MHICH  COULD  NOT  HAVE  BEEN 
ACHIEVED  WITHOUT  IT.   HOWEVER.  WE'VE  COME  TO  THE  POINT  WHERE  WE 
MUST  REDUCE  OUR  BUDGET  TO  BRING  DOWN  CURRENT  MQ  OUT-YEAR  DEFICITS. 
In  ORDER  TO  DO  THIS,  THE  ADMINISTRATION  HAS  TAKEN  THE  POSITION  IT 
WILL  ELIMINATE  FEDERAL  FINANCING  AND  GRANT  PROGRAMS  FOR  LOCAL 
ECONOMIC  DEVELOPMENT... PROGRAMS  SUCH  AS  EDA,  THE  APPALACHIAN 

Regional  Commission  and  UDAG.  By  terminating  these  programs, 

SAVINGS  TO  the  TREASURY  WILL  BE  NEARLY  $2  BILLION  IN  JUST  THREE 
YEARS. 

It's  worth  noting  that  over  80  percent  of  the  communities 
which  have  won  udag  awards  will  receive  some  form  of  debt  service 
repayment  in  1986.  looked  at  another  way,  this  year  —  fiscal  1985 
—  debt  service  repayment  to  communities  will  amount  to 
approximately  $170  million. . .roughly  25  percent  of  current  annual 

UDAG  APPROPRIATIONS.  ThIS  REPAYMENT  INCREASES  YEARLY,  IN  1988 

reaching  about  50  percent  of  current  annual  udag  appropriations. 
These  repayments  allow  communities  to  carry  on  new  economic 
development  activities. 

The  Urban  Homesteading  program  continues  to  serve  as  an 
effective,  low  cost  method  for  improving  existing  housing  stock  and 

PROMOTING  NEIGHBORHOOD  REVITALIZATION.  WE  PROPOSE  A  $12  MILLION 
APPROPRIATION  FOR  THIS  PROGRAM  IN  1986  TO  SUPPORT  THE  CONVEYANCE 
AND  HOMESTEADING  OF  827  UNITS. 
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Our  budget  proposes  expanded  authority  and  outlays  in  one  key 

AREA  —  FAIR  HOUSING.   WE  ARE  DETERMINED  TO  ASSURE  FAIR  HOUSING  FOR 

ALL  Americans.  Our  one  new  undertaking  next  year  mill  be  a  Fair 
Housing  Initiatives  program  to  be  funded  at  $10  million  in  fiscal 
1986.  This  mill  be  part  of  an  expanded  national  effort  to  focus  on 
the  problem  of  discrimination  in  housing  by  utilizing  both  public 
and  private  resources  and  energies  at  the  grassroots  level. 

In  ADDITION,  OUR  EXISTING  FaIR  HOUSING  ASSISTANCE  PROGRAM  MILL 
BE  CONTINUED  AT  A  FUNDING  LEVEL  OF  $5  MILLION.   THIS  BRINGS  THE 
TOTAL  BUDGET  AUTHORITY  FOR  FAIR  HOUSING  PROGRAMS  TO  $15  MILLION.  UP 
FROM  $6.7  MILLION  IN  1985.   OUTLAYS  MILL  ALSO  RISE:   FROM  $7.8 
MILLION  TO  $11  MILLION. 

The  President  and  I  have  long  recognized  that  we  need  to 

STRENGTHEN  THE  ENFORCEMENT  PROVISIONS  OF  OUR  FAIR  HOUSING  LAM.   ThE 
issue  of  fair  HOUSING  TRANSCENDS  PARTISAN  CONCERNS.   STRONGER  FAIR 
HOUSING  ENFORCEMENT  MILL  BE  A  MAJOR  LEGISLATIVE  EFFORT  FOR  US  THIS 
YEAR. 

Another  priority  is  enactment  of  Federal  Enterprise  Zone 
legislation.  enterprise  zones  are  targetted  to  areas  of  the 
country  that  are  severely  distressed.  surrounded  by  extreme 
poverty  and  unemployment,  these  areas  are  not  benefitting  from  the 
economic  recovery... nor  are  they  likely  to  in  the  foreseeable 

FUTURE. 
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Enterprise  Zones  can  help  alleviate  the  severe  problems  in 

THESE  areas.   WiTH  FEDERAL  TAX  AND  REGULATORY  RELIEF  ADDED  TO  STATE 

and  local  incentives,  private  sector  capital  will  be  attracted  to 
our  distressed  communities.  enterprise  zones  can  help  us  to 
replace  poverty  and  despair  with  jobs  and  hope. 

That,  Mr.  Chairman,  is  where  we  are  headed.  I'm  convinced 
that  sacrifice  is  required  if  we  are  to  meet  the  major  economic 
challenges  before  us. 

We  £M  bring  the  Federal  budget  under  control.  And,  doing  so 
will  help  us  insure  that  the  fruits  of  our  prosperity  are  shared  as 
widely  as  possible,  especially  with  those  with  the  greatest  needs. 

Thank  you  for  inviting  me  to  present  our  budget  and 
legislative  proposals  to  this  committee.  i  am  happy  to  respond  to 
any  questions  you  and  the  members  of  the  committee  may  have. 


Digitized  by  VjOOQIC 


2505 


QC 
< 

a. 
ui 

o 


S    8 

CO  Ol 


§§§§§§§§!'' 


CO 


CO 


Digitized  by  VjOOQIC 


2S06 

THi  tKHITAIIVOr  MOm««  ANOimMMOfVtLCnWIT 
fMaNM8T0N.OJC.atr 

NIR  I  I  665. 


■Mionibl*  ThflMt  P.  0*N«I11,  Jr.  ^ 

Sp««k«r  of  tho  Roiiio 
of  SoprotOBtotlvot 
WiSliliCtOB,  D.C.    MSIS 

ti*J«ott     Propotod  *VoatlBff  ond  CoHMmity 
Dovolo|n«it  AMoate«ito  of  IMS" 

Doftr  Mr.  Spookort 

I  an-onelotloff  propoood  lofltlotlon  to  oxtend  HDD-PHA 
IntvrlRf  aothorltlot,   to  provldt  fandlng  author lut Ions  for 
•ortain  progrftni   of  tho  Dopartntnt*  and  to  ntko  a  aonbor  of 
progran  anonteantt   to  oxittinf  aothorltlot. 

Anong  tho  Btjor  foatarot  of  this  proposal  arot 

—  A  proposal    to  mako  tho  Hoaslif  Voaehor  prog  ran  pormanant. 

—  A  now  Pair  Rousing  Inltlatlvos  prograa  to  sipplsmont  oxisting 
fair  housing  efforts  hj  making  funding  available  for  various 
adninlstrativo  and  private  enforeonent,  and  edueation  and 
outreaeh  aetivities. 

—  A  Pttblie  and   Indian  Rousing  flnanelng  reform  proposal   that 
would  replaee  the  eurrent    tsx-exmnpt,   long-term  loan 
arrangements  with  one-tlms  eapltal   eon tri but  ions. 

—  A  proposal    to  support   the  Department's  efforts   to  deteet 
fraud  and  abuse   In   Its  programs. 

—  A  proposal    to  ehange  the  amounts  alloeated  under  the  CBBQ 
program  to  entitlonent  eonnunltles  and  to  States  from  TO 
pereent  and  90  pereent,   respeetlvely,   to  tO  pereent  and  40 
pereent,   to  eontlnue  the  eurrent  distribution  of  Pederal 
eoomunlty  develoinent   funds  after   termination  of  funding  for 
eertain  Department  of  Agrleulture  eonnunlty  development 
progmms. 

—  A  two-year  mora  tor  Inn  on  new  assisted  housing  eonmitmtnts,  as 
part  or  the  Administration's  program  to   reduce  the  deficit. 
The  impaet  of   the  moratoriun  will   be  minimised  by  the  faet 
that   SOT, 000  additional  units  will  beeome  available  during 
1980  and   199T  due  to  prior-year  eonmitmtnts. 

—  Termination  of   the  Urban  Develoinent  Aetion  Grant   (UDAO)   and 
Rousing  Developnent  Grant   (HoDAG)  programs,  as  part  of  a 
govs rnnent -wide  effort    to  eliminate  all   loeal   eeonomie 
develoinent  subsidies  and   to  reduee  the  budget  deficit. 
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In  addition  to  thoto  InltUtlvos,  tho  proposal  oon taint  a 
ir  of  progran  amondmantt  dotlgnod  to   Ineroato  tho  offleloney 
of  tho  Dtpartnont'a  hooalng  aaalataneo  and  mortgoft  inturaneo  • 
program,  to  almpllfy  progran  atelnistratlon,  and  to  roduet 
F«doral   rogalatlon. 

H      - 
A  aoetlon-by-aootlon  oxplanatlon  and   Jmt  I  float  Ion 
•ecMiipanlea  thla  lot  tor  and  moro  fnlly  aott  out  tho  oon  ton  ta  of 
tho  bill.     Tlntly  onaetmtnt  of  this  proposal  would  provldo  tho 
Dspartmont  with  tho  noeossary  authority   to  oarry  out   Its 
r«sponsibllitlos  offoetlvoly  during  fiscal  yoars  1989  and   198T. 
I    roguost   that   tho  bill  bo  roforrod  to  tho  appropriato  Ooomittoo 
•Bd  nrgo   Its  oarly  onactnsnt. 

Tho  Off  1 00  of  Managomont  and  Budgot  has  advisod  that  tho 
•naetnont  of   this  loglslatlon  would  bo  in  accord  with  tho  program 
of  tho  Frosldont. 


Enclosure 

(Identical   lottor  sent  to  tho  Frosldont  of  tho  Senate) 
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99th  congress 
IST  Session 


H.  R.  1870 


To  amend  and  extend  certain  Federal  laws  relating  to  housing,  oommunity  and 
neighborhood  development,  and  related  programs,  and  for  other  purposes. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

April  2,  1985 

Mr.  Wtlib  (by  request)  introduced  the  following  bill;  which  was  referred  to  the 

Committee  on  Banking,  Finance  and  Urban'  Affairs 


A  BILL 

To  amend  and  extend  certain  Federal  laws  relating  to  housing, 
community  and  neighborhood  development,  and  reUted  pro- 
grams, and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tivea  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  ''Housing  and  Community 

4  Development  Amendments  of  1985". 

TABLE  OF  CONTENTS 
TITLE  I— COMMUNITY  AND  NEIGHBORHOOD  DEVELOPMENT 

Sec.  101.  Authorisations — Title  I  of  the  Housing  and  Community  Devetopment 

Act  of  1974. 

Sec.  102.  Deflnitions. 

Sec.  103.  Statement  of  activities  and  review. 

Sec.  104.  Allocation  and  distribution  of  funds. 

Sec.  105.  Entitlement  transition. 

Sec.  106.  Miscellaneous  and  technical  amendments. 

Sec.  107.  Miscellaneous  repealers. 
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Sec.  106.  Urban  homettetding. 
.  Sec.  109.  Efiecthre  date. 

TITLE  n—ASSISTANCE  PROGRAMS 

Past  A— Gbnbeal 

Sec.  201.  AmnuJ  oontributions  for  lower  mcome  housmg  projects. 

Sec.  302.  Preventing  fraud  and  abuae  in  the  Department  of  Housing  and  Urban 

Development  programs. 
Sec.  208.  Revised  definition  of  disability. 

PaBT  B — PUBUC  AND  INDIAN  HOUBINO 

Sec.  211.  Public  and  Indian  housing  financing  reforms. 

Sec.  212.  Exemption  of  public  housing  homeownership  programs  from  provisions 

pertaining  to  rents  payable  by  tenants. 
Sec.  213.  Public  housing  agency  receivership. 

Pabt  C — Othbb  Assisted  Housing 

Sec.  221.  Authorisation  for  increasing  borrowing  authority  for  direct  loans  for 
housing  for  the  elderly  or  handicapped. 

Sec.  222.  Establishment  of  section  8  fair  market  rents  for  existing  housing. 

Sec.  223.  Permanent  housing  voucher  program;  repeal  of  moderate  rehabilitation 
program. 

Sec.  224.  Use  of  housing  vouchers  in  connection  with  rental  rehabilitation. 

Sec.  225.  Allocation  and  use  of  housing  assistance. 

Sec.  226.  Tenant  eligibility  determinations  in  rent  supplement  projects. 

Sec.  227.  Repeal  of  requirement  for  significant  oommunity  representation  on  gov- 
erning boards  of  section  202  projects. 

Sec.  228.  Tedmica]  amendmenU  to  the  United  States  Housing  Act  of  1937. 

TITLE  m—PROORAM  AMENDMENTS  AND  EXTENSIONS 
Past  A — Fbdbeal  Housing  Administsation 

Sec.  301.  Extension  of  Federal  Housing  Administration  mortgage  insurance  pro- 
grams. 

Sec.  302.  Miscellaneous  amendments. 

Sec.  303.  Expanded  authority  for  setting  insurance  premium  charges  on  title  I 
loans. 

Sec.  304.  Mortgages  on  Hawaiian  homelands  and  Indian  lands  to  be  obligations  of 
the  General  Insurance  Fund. 

Sec.  305.  Repeal  of  reijuirement  to  publish  prototype  housuig  costs  for  one-  to  four- 
family  units. 

Sec.  306.  Authority  for  increased  mortgage  limits  for  multifamily  projecto  m  high- 
cost  areas. 

Sec.  307.  Double  damages  remedy  for  unauthorized  use  of  multifamily  housing 
project  assets  and  income. 

Past  B — Otheb  Programs 

Sec.  311.  Research  authorisation. 

Sec.  312.  Fair  housing  initiatives  program. 

Sec.  313.  Repeal  of  legislative  review  requirements  applicable  to  the  Department 

of  Housing  and  Urban  Development  regulations. 
Sec.  314.  Manufactured  homes  fees. 


Digitized  by  VjOOQIC 


2510 


Sec.  315.  Deletion  of  maximum  fee  for  interstate  land  sales  registratioii. 
Sec.  316.  Technical  amendments  to  the  Solar  Energy  and  Energy  Conservation 
Act. 

TITLE  IV— RENTAL  REHABELITATIQN  AND  DEVELOPMENT  GRANTS 

Sec.  401.  Rental  rehabilitation  and  housing  development  grant  programs. 

Sec.  402.  Amendments  to  the  Housing  and  Community  Development  Act  of  1974. 

Sec.  403.  Conforming  amendments  to  the  National  housing  Act. 

1  TITLE  I— COMMUNITY  AND  NEIGHBORHOOD 

2  DEVELOPMENT 

3  AUTHORIZATIONS — TITLE  I  OP  THE  HOUSINO  AND 

4  COBiMUNITY  DBVBLOPBfBNT  ACT  OP  1974 

5  Sec.  101.  (a)  The  second  sentence  of  section  103  of  the 

6  Housing   and   Community   Development  Act  of   1974   is 

7  amended  to  read  as  follows:  "There  are  authorized  to  be  ap- 

8  propriated  for  purposes  of  assistance  under  sections  106  and 

9  107  not  to  exceed  $3,468,000,000  for  fiscal  year  1984,  not 

10  to  exceed  $3,472,000,000  for  fiscal  year  1985,  not  to  exceed 

11  $3,124,800,000  for  fiscal  year  1986,  and  such  sums  as  may 

12  be  necessary  for  fiscal  year  1987.". 

13  (b)  The  first  sentence  of  section  107(a)  of  such  Act  is 

14  amended  to  read  as  follows:  "Of  the  total  amount  approved 

15  in  appropriation  Acts  under  section  103  for  each  of  the  fiscal 

16  years    1984,    1985,    1986,    and    1987,    not    more    than 

17  $66,200,000    for    fiscal    year     1984,     not    more     than 

18  $60,500,000  for  each  of  fiscal  years  1985  and  1986,  and 

19  such  sums  as  may  be  necessary  for  fiscal  year  1987  may  be 

20  set  aside  in  a  special  discretionary  fund  for  grants  under  sub- 

21  section  (b).". 
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1  DBFINrnONS 

2  Sbo.  102.  (a)  Section  102(aK13)  of  the  Housing  and 
S  Community  Development  Act  of  1974,  as  redesignated  by 

4  section  107(dKl)(D)  of  this  Act,  is  amended  to  read  as 

5  follows: 

6  ''(13)  The  term  'Indian  tribe'  means  any  Indian 

7  tribe,  band,  nation,  or  Alaskan  Native  Village  recog- 

8  nized  by  the  Secretary  of  the  Interior  as  eligible  for 

9  services  because  of  its  status  as  such  an  entity,  if  part 

10  or  all  of  the  land  of  such  an  entity  is  held  in  restricted 

11  or  trust  status  by  the  United  States.". 

12  (b)  The  last  sentence  of  section  102(aK16KA)  of  such 
IS  Act,  as  redesignated  by  section  107(dKl)(D)  of  this  Act,  is 

14  amended  by  inserting  before  the  period  at  the  end  thereof  the 

15  following:  ",  except  that  in  the  case  of  amounts  distributed 

16  under  section  106(d)  to  units  of  general  local  government  lo- 

17  cated  in  nonmetropolitan  areas,  the  area  involved  shall  be  the 

18  entire  nonmetropolitan  area  of  the  State". 

19  STATBBiENT  OF  ACTIVITIB8  AND  BBVIBW 

20  Sbc.  103.  (a)  Section  104(aMl)  of  the  Housing  and 

21  Community  Development  Act  of  1974  is  amended  by  striking 

22  out  the  last  sentence. 

23  (b)  Section  104(bM4)  of  such  Act  is  amended  by  striking 

24  out  "it"  and  inserting  in  lieu  thereof  the  following:  "in  the 

25  case  of  grants  to  cities  and  counties  under  section  106(b),  the 

26  grantee". 
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1  (cKl)  Section  104(c)  of  such  Act  is  hereby  repealed. 

2  (2)  The  first  sentence  of  section  104(aKl)  of  such  Act  is 

3  amended  by  striking  out  "and,  where  ^ipropriate,  subsection 

4  (c)". 

5  (3)  The  penultimate  sentence  of  section  104(aK2)  of 

6  such  Act  is  amended  by  striking  out  "and,  where  appropri- 

7  ate,  subsection  (c)". 

8  (4)  Section  104(bM5)  of  such  Act  is  amended  to  read  as 

9  follows: 

10  "(5)  in  the  case  of  grants  to  cities  and  counties 

11  under  section  106(b),  the  grantee  will  cooperate  in  the 

12  provision  of  housing  opportunities  suited  to  the  needs 

13  of  persons  of  low  and  moderate  income  residing  in  the 

14  community  or  who  are  expected  to  reside  in  the  com- 

15  munity  as  a  result  of  current  or  planned  employment;''. 

16  (5)  Section  104(dMl)  of  such  Act  is  amended  by  striking 

17  out  "and,  where  applicable,  its  housing  assistance  plan". 

18  (6)  The  first  sentence  of  section  106(cKl)  of  such  Act  is 

19  amended  by  striking  out  "section  104(a),  (b),  or  (c)"  and  in- 

20  sorting  in  lieu  thereof  "section  104(a)  or  (b)". 

21  (7)  The  second  sentence  of  section  8(cKl)  of  the  United 

22  States  Housing  Act  of  1937  is  amended  by  striking  out  "or 

23  that  such  higher  rent  is  necessary"  and  all  that  follows 

24  through  "1974". 
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1  (8)  Section  18(bKl)  of  such  Act  is  amended  to  read  as 

2  follows: 

3  "(1)    the    application    from    the    public    housing 

4  agency  contains  evidence  that  (A)  it  has  been  devel- 

5  oped  in  consultation  with  tenants  and  tenant  councils, 

6  if  any,  that  wiU  be  affected  by  the  demolition  or  dispo- 

7  sition,  and  (B)  in  the  case  of  an  application  involving  at 

8  least  (i)  20  units  or  (ii)  10  percent  of  the  public  housing 

9  agency's  total  number  of  public  housing  units,  whichev- 

10  er  is  less,  it  has  been  reviewed  by,  and  contains  any 

11  comments  of,  the  chief  executive  officer,  or  designee,  of 

12  the  appropriate  unit  of  general  local  government;  and''. 

13  (d)  Section  106(dK5)  of  the  Housing  and  Community 

14  Development  Act  of  1974  is  amended  by — 

15  (1)  inserting  "and"  at  the  end  of  clause  (B); 

16  (2)  striking  out  ";  and"  at  the  end  of  clause  (C) 

17  and  inserting  in  Ueu  thereof  a  period;  and 

18  (3)  striking  out  clause  (D). 

19  ALLOCATION  AND  DI8TBIBUTI0N  OF  FUNDS 

20  Sec.  104.  (aXD  The  first  sentence  of  section  106(a)  of 

21  the  Housing  and  Community  Development  Act  of  1974  is 

22  amended  by  striking  out  "70"  and  inserting  in  lieu  thereof 

23  "60". 

24  (2)  The  first  sentence  of  section  106(d)(1)  of  such  Act  is 

25  amended  by  striking  out  "30"  and  inserting  in  lieu  thereof 

26  "4Q". 
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1  (b)  The  second  sentence  of  section  106(cKl)  of  such  Act 

2  is  amended  by — 

3  (1)  inserting  "which  are  eligible  to  receive  reallo- 

4  cated   funds"    before    "for   that   fiscal   year,    except 

5  that—"; 

6  (2)  striking  out  in  clause  (B)  "an  action"  and  in- 

7  serting  in  lieu  thereof  "actions"; 

8  (3)  striking  out  in  cUuse  (B)  "a  city  or  county" 

9  and  inserting  in  lieu  thereof  "any  city  or  county";  and 

10  (4)  striking  out  in  clause  (B)  "such  action"  the 

11  last  time  it  appears  and  inserting  in  lieu  thereof  "such 

12  actions". 

13  (cKl)  Section  104(a)(1)  of  such  Act  is  amended  by — 

14  (A)  striking  out  in  the  first  sentence  ",  under  sec- 

15  tion  106(d)  by  any  State,  or  under  section  106(dK2KB) 

16  by  any  unit  of  general  local  government"  and  inserting 

17  in  lieu  thereof  the  following:  "or  under  section  106(d) 

18  by  any  State";  and 

19  (B)  striking  out  in  the  second  sentence  "and  in 

20  the  case  of  units  of  general  local  government  receiving 

21  grants  pursuant  to  section  106(dK2KB)". 

22  (2)  Section  104  of  such  Act  is  amended  by — 

23  (A)  striking  out  the  fifth  and  sixth  sentences  of 

24  subsection  (dKl);  and 
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1  (B)  inserting  in  subsection  (dXD  after  ''section 

2  106(dK2)(B)"  the  following:  "(as  such  provision  existed 

3  inunediately  before  the  effective  date  of  the  Housing 

4  and  Community  Development  Amendments  of  1985)''. 

5  (3)  Sections  106(dM2)  (A)  and  (B)  of  such  Act  are 

6  amended  to  read  as  follows: 

7  "(2KA)  Amounts  allocated  under  paragraph  (1)  shall  be 

8  distributed  by  the  State  to  units  of  general  local  government 

9  which  are  located  in  nonentitlement  areas  of  the  State  to 

10  carry  out  activities  in  accordance  with  the  provisions  of  this 

11  title.  For  the  purposes  of  this  subsection,  distributions  shall 

12  not  include  loans  to  units  of  general  local  government.  The 

13  State  shall  distribute  amounts  allocated  to  it  consistent  with 

14  the  statement  submitted  under  .section  104(a)  and  shall  be 

15  responsible  for  the  administration  of  funds  so  distributed. 

16  "(B)  Any  amounts  appropriated  for  fiscal  year  1985  or 

17  prior  fiscal  years  which  were  available  for  distribution  under 

18  this  subsection  by  the  Secretary  immediately  before  the  effec- 

19  tive  date  of  the  Housing  and  Community  Development 

20  Amendments  of  1985  shall  be  distributed  by  the  Secretary  in 

21  accordance  with  the  provisions  of  this  subsection  as  they  ex- 

22  isted  immediately  before  such  effective  date,  except  that 

23  amounts  which  are  not  obligated  by  January  1,  1986,  (i) 

24  shall  be  added  to  amounts  allocated  to  the  State  under  para- 

25  graph  (1)  for  fiscal  year  1986,  or  (ii)  if  the  State  does  not 
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1  elect  to  receive  a  grant  for  fiscal  year  1986,  shall  be  deposit- 

2  ed  in  miscellaneous  receipts  of  the  Treasury  of  the  United 

3  States/'. 

4  (4)  Section  106(dM3KA)  is  amended  by  striking  out  the 

5  first  sentence. 

6  (5)  Section  106(dK3)  of  such  Act  is  amended  by — 

7  (A)  striking  out  subparagraph  (B)  and  redesignate 

8  ing  subparagraphs  (C)  and  (D)  as  subparagraphs  (B) 

9  and  (C),  respectively;  and 

10  (B)  inserting  in  subparagraph  (C),  as  redesignated 

11  by  paragraph  (6KA)  of  this  subsection,   "(i)"  before 

12  "shall  be  added"  and  inserting  inmiediately  before  the 

13  period  at  the  end  thereof  the  following:  "or  (ii)  if  the 

14  State  does  not  receive  a  grant  for  such  year,  shall  be 

15  deposited  in  miscellaneous  receipts  of  the  Treasury  of 

16  the  United  States". 

17  (6)  Section  106(dK5)  of  such  Act  is  amended  by  striking 

18  out  "or  the  Secretary". 

19  (d)  Section  106(d)(2)  of  such  Act  is  amended  by — 

20  (1)  striking  out  in  subparagraph  (C)  "the  Gover- 

21  nor  must  certify  that  the  State"  and  inserting  in  lieu 

22  thereof  "the  State  must  certify  that  it";  aAd 

23  (2)  striking  out  in  subparagraph  (D)  "the  Gover- 

24  nor  of  each  State"  and  inserting  in  lieu  thereof  "the 

25  State". 
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1  BNTITLEBiENT  TRANSITION 

2  Sec.  105.  (a)  Section  102(a)  of  the  Housing  and  Com- 

3  munity  Development  Act  of  1974  is  amended  by — 

4  (1)  striking  out  the  second  sentence  in  paragraph 

5  (6); 

6  (2)  amending  paragraph  (7)  to  read  as  follows: 

7  "(7)  The  term  'nonentitlement  area'  means  an 

8  area  which  is  not  a  metropolitan  city,  part  of  an  urban 

9  county,  or  a  city  or  a  county  which  is  eligible  to  re- 

10  ceive  a  grant  under  section  106(bK7KB)  or  (bK8)  in  the 

11  first  year  of  such  eligibility.";  and 

12  (3)  amending  paragraph  (12)  to  read  as  follows: 

13  "(12)  The  term  'extent  of  growth  lag'  means  the 

14  number  of  persons  who  would  have  been  residents  in  a 

15  city  or  a  county  eligible  to  receive  a  grant  under  sec- 

16  tion  106(b),  in  excess  of  the  current  population  of  such 

17  city  or  county,  if  such  city  or  county  had  had  a  popula- 

18  tion  growth  rate  between  1960  and  the  date  of  the 

19  most  recent  population  count  referable  to  the  same 

20  point  or  period  in  time  equal  to  the  population  growth 

21  rate  for  such  period  of  all  metropolitan  cities.". 

22  (b)  The  first  two  sentences  of  section  104(aKl)  of  such 

23  Act  are  each  amended  by  striking  out  "metropolitan"  and 

24  "urban"  each  time  they  appear. 
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1  (c)  Section  105(c)(2)(B)  of  such  Act  is  amended  by  strik- 

2  ing  out  "metropolitan  city  or  urban  county''  and  inserting  in 

3  lieu  thereof  "a  city  or  county  eligible  to  receive  a  grant  under 

4  section  106(b)". 

5  (d)  Section  106(a)  of  such  Act  is  amended  by — 

6  (1)  striking  out  "metropolitan  cities  and  urban 

7  counties"  in  the  first  sentence  and  inserting  in  lieu 

8  thereof  the  following:  "metropolitan  cities,  urban  coun- 

9  ties,  and  cities  and  counties  eligible  to  receive  a  grant 

10  under  subsection  (b)  (7)  or  (8)";  and 

11  (2)   striking   out   "metropolitan   city   and   urban 

12  county"  in  the  second  sentence  and  inserting  in  lieu 

13  thereof  the  following:  "metropolitan  city,  urban  county, 

14  and  city  and  county  eligible  to  receive  a  grant  under 

15  subsection  (b)  (7)  or  (8)". 

16  (e)  Section  106(b)  of  such  Act  is  amended  by — 

17  (1)  inserting  after  "each  metropolitan  city"  in 

18  paragraph  (1)  the  following:  "and  each  city  eligible  to 

19  receive  a  grant  under  paragraph  (7)"; 

20  (2)  inserting  after  "metropolitan  cities"  in  para- 

21  graph  (l)(B)(i)  the  following:  "and  all  cities  eligible  to 

22  receive  a  grant  under  paragraph  (7)"; 

23  (3)  inserting  at  the  end  of  paragraph  (1)  the  fol- 

24  lowing  new  sentence:  "Values  for  population,  extent  of 

25  poverty,   extent  of  housing  overcrowding,   extent  of 
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1  growth  lag,  and  age  of  housing  used  in  determining 

2  ratios  under  this  paragraph  shall  be  reduced  by  50  per- 

3  cent  for  cities  eligible  to  receive  a  grant  under  para- 

4  graph  (7MA),  and  for  cities  eligible  to  receive  a  grant 

5  under  paragraph  (7KB)  in  their  second  year  of  eligibil- 

6  ity  thereunder."; 

7  (4)  inserting  after  "each  urban  county''  in  para- 

8  graph  (2)  the  following:  "and  each  county  eligible  to 

9  receive  a  grant  under  paragraph  (8)''; 

10  (5)  striking  out  "urban"  each  time  it  appears  in 

11  paragraphs  (2MA),  (2)(B)  (ii)  and  (iii); 

12  (6)  amending  clause  (i)  of  paragraph  (2KB)  to  read 

13  as  follows: 

14  "(i)  The  extent  of  growth  lag  in  that  county 

15  and  the  extent  of  growth  lag  in  all  metropolitan 

16  cities,  all  cities  eligible  to  receive  a  grant  under 

17  paragraph  (7),  all  urban  counties,  and  all  counties 

18  eligible  to  receive  a  grant  under  paragraph  (8);"; 

19  (7)  inserting  at  the  end  of  paragraph  (2)  the  fol- 

20  lowing  new  sentence:  "Values  for  population,  extent  of 

21  poverty,   extent  of  housing  overcrowding,   extent  of 

22  growth  lag,  and  age  of  housing  used  in  determining 

23  ratios  under  this  paragraph  shall  be  reduced  by  50  per- 

24  cent  for  counties  eligible  to  receive  a  grant  under 
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1  paragraph    (8)    in    their    second    year    of    eligibility 

2  thereunder."; 

3  (8)  in  the  first  sentence  of  paragraph  (4),  inserting 

4  after  ''urban  county"  the  first  time  it  appears  the  fol- 

5  lowing:  ''or  county  eligible  to  receive  a  grant  under 

6  paragraph  (8)",  and  striking  out  "urban"  each  time  it 

7  appears  thereafter; 

8  (9)    in    paragraph    (5),    inserting    after    "urban 

9  county"  the  first  time  it  appears  "or  county  eligible  to 

10  receive  a  grant  under  paragraph  (8)",  and  striking  out 

11  "urban"  each  time  it  appears  thereafter;  and 

12  (10)  adding  the  following  two  new  paragraphs 

13  after  paragraph  (6): 

14  "(7XA)  Any  city  that  qualified  as  a  metropolitan  city  for 

15  fiscal  year  1985  by  reason  of  the  second  sentence  of  section 

16  102(aX4),  but  that  does  not  qualify  as  a  metropolitan  city 

17  under  that  section  for  fiscal  year  1986,  shall  be  eligible  to 

18  receive  a  grant  computed  under  paragraph  (1)  based  on  50 

19  percent  of  the  values  considered  in  the  formulas  under  that 

20  paragraph  for  fiscal  year  1986.  A  city  that  is  eligible  under 

21  this  subparagraph  shall  also  be  eligible  to  receive  a  distribu- 

22  tion  from  the  State  allocation  under  section  106(d)  for  fiscal 

23  year  1986.  A  city  that  is  eligible  to  receive  a  grant  under  this 

24  subparagraph,  but  that  elects  to  have  its  population  included 
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1  in  an  urban  county  for  fiscal  year  1986  shall  not  receive  an 

2  allocation  under  this  subparagraph. 

3  ''(B)  Any  city  that  loses  its  classification  as  a  metropoli- 

4  tan  city  by  reason  of  a  loss  of  population  or  revisions  in  the 

5  designations  of  metropolitan  areas  or  central  cities  and  that 

6  does  not  qualify  under  subparagraph  (A)  shall  be  eligible  to 

7  receive  a  grant  computed  under  paragraph  (1)  for  the  2  fiscal 

8  years  inunediately  following  the  last  fiscal  year  in  which  it  so 

9  qualified.  In  the  first  year,  the  grant  shall  be  based  on  100 

10  percent  of  the  values  considered  in  the  formulas  under  para- 

11  graph  (1).  In  the  second  year,  the  grant  shall  be  based  on  50 

12  percent  of  the  values  considered  in  the  formulas  under  para- 

13  graph  (1).  A  city  that  is  eligible  to  receive  a  grant  under  this 

14  subparagraph  shall  also  be  eligible  for  a  distribution  from  the 

15  State  allocation  under  section  106(d)  for  the  second  (but  not 

16  first)  year  of  eligibility  under  this  subparagraph.  A  city  that  is 

17  eligible  to  receive  an  allocation  under  this  subparagraph,  but 

18  that  elects  to  have  its  population  included  in  an  urban  county, 

19  shall  not  receive  a  grant  under  this  subparagraph.  No  city 

20  that  receives  a  grant  under  this  subparagraph  for  its  first 

21  year  of  eligibility  for  such  funding  may  elect  to  have  its  popu- 

22  lation  included  in  an  urban  county  for  its  second  year  of  such 

23  eligibility. 

24  "(8)  Any  county  that  loses  its  classification  as  an  urban 

25  county  under  section  102(a)(6)  by  reason  of  a  loss  of  popula- 
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1  tion  (including  the  classification  of  a  previously  included  area 

2  as  a  metropolitan  city),  other  than  by  reason  of  the  election  of 

3  any  unit  of  general  local  government  included  in  such  county 

4  to  have  its  population  excluded  under  section  102(a)(6)(BKi) 

5  or  to  not  renew  a  cooperation  agreement  under  section 

6  102(a)(6)(B)(ii),  shall  be  eligible  to  receive  a  grant  computed 

7  under  paragraph  (2)  for  the  2  fiscal  years  inmiediately  follow- 

8  ing  the  last  fiscal  year  in  which  it  so  qualified,  if  the  county 

9  otherwise  meets  the  requirements  of  section  102(a)(6)(A)  and 

10  all  units  of  general  local  government  (except  metropolitan 

11  cities)  located  within  such  county,  which  could  participate 

12  with  the  county,  elect  to  participate  with  the  county  for  such 

13  2-year  period.  In  the  first  year,  the  grant  shall  be  based  on 

14  100  percent  of  the  values  considered  in  the  formulas  under 

15  paragraph  (2).  In  the  second  year,  the  grant  shall  be  based  on 

16  50  percent  of  the  values  considered  in  the  formulas  under 

17  paragraph  (2).  A  county  that  is  eligible  to  receive  a  grant 

18  under  this  paragraph,  and  each  of  its  participating  units  of 

19  general  local  government,  shall  also  be  eligible  to  receive  a 

20  distribution  from  the  State  allocation  under  section  106(d)  for 

21  the  second  (but  not  first)  year  of  eligibility  of  the  county 

22  under  this  paragraph/'. 

23  (0  Section  106(c)(1)  of  such  Act  is  amended  by — 

24  (1)  striking  out  in  the  first  sentence  "metropolitan 

25  city  or  an  urban  county"  and  inserting  in  lieu  thereof 
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1  "city  or  a  county  eligible  to  receive  a  grant  under  sub- 

2  section  (b)";  and 

3  (2)  inserting  at  the  end  thereof  the  following  new 

4  sentence:  ''Notwithstanding  the  foregoing,  no  reallo- 

5  cated  funds  shall  be  awarded  to  a  city  or  county  eligi- 

6  ble  to  receive  a  grant  under  subsection  (b)  (7)  or  (8).". 

7  (g)  Section  106(dXl)  of  such  Act  is  amended  by  insert- 

8  ing  at  the  end  thereof  the  following  new  sentence:  ''If  a  city 

9  or  county  is  eligible  to  receive  a  grant  under  section  106(b) 

10  (7)  or  (8)  based  on  50  percent  of  the  values  for  population, 

11  extent  of  poverty,  extent  of  housing  overcrowding,  and  age  of 

12  housing,  the  remaining  50  percent  of  such  values  shall  be 

13  added  to  the  values  for  nonentitlement  areas  in  the  State  in 

14  which  such  city  or  county  is  located/'. 

15  (h)  Section  106(0  of  such  Act  is  amended  to  read  as 

16  follows: 

17  "(0  If  the  total  amount  available  for  distribution  in  any 

18  fiscal  year  to  cities  and  counties  eligible  to  receive  grants 

19  under  subsection  (b)  is  insufficient  to  provide  the  amounts  to 

20  which  they  would  be  entitled  under  that  subsection,  and 

21  funds  are  not  otherwise  appropriated  to  meet  the  deficiency, 

22  the  Secretary  shall  meet  the  deficiency  through  a  pro  rata 

23  reduction  of  all  amounts  determined  under  that  subsection.  If 

24  the  total  amount  available  for  distribution  in  any  fiscal  year 

25  to  cities  and  counties  eligible  to  receive  grants  under  subsec- 
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1  tion  (b)  exceeds  the  amounts  to  which  they  would  be  entitled 

2  under  that  subsection,   the   Secretary  shall  distribute  the 

3  excess  through  a  pro  rata  increase  of  all  amounts  determined 

4  under  that  subsection/'. 

5  MISCELLANEOUS  AND  TECHNICAL  AMENDBIENTS 

6  Sec.  106.  (a)  Section  106(d)(3)(A)  of  the  Housing  and 

7  Community  Development  Act  of  1974  is  amended  by  striking 

8  out  "$102,000"  and  inserting  in  lieu  thereof  "$100,000". 

9  (b)  Section  113  of  such  Act  is  amended  to  read  as 

10  follows: 

11  "Sec.  113.  (a)  Not  later  than  180  days  after  the  close  of 

12  fiscal  year  1985  and  of  every  period  of  3  fiscal  years  thereaf- 

13  ter  in  which  assistance  under  this  title  is  furnished,  the  Sec- 

14  retary  shall  submit  to  the  Congress  a  report  that  shall 

15  contain — 

16  "(1)  a  description  of  the  progress  made  in  accom- 

17  plishing  the  objectives  of  this  title;  and 

18  "(2)  a  summary  of  the  use  of  such  assistance 

19  during  the  preceding  reporting  period. 

20  "(b)  With  respect  to  grants  under  section  119,  as  it  ex- 

21  isted  inmiediately  before  the  effective  date  of  section  107  of 

22  the  Housing  and  Community  Development  Amendments  of 

23  1985,  the  report  required  by  subsection  (a)  for  fiscal  year 

24  1985  shall  contain  a  listing  of  each  unit  of  general  local  gov- 

25  emment  receiving  funds  and  the  amount  of  such  grants,  as 

26  well  as  a  brief  summary  of  the  projects  funded  for  each  such 
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1  unit,  the  extent  of  financial  participation  by  other  public  or 

2  private  entities,  and  the  impact  on  employment  and  economic 

3  activity  of  such  projects  during  such  fiscal  year.  The  report 

4  for  fiscal  year  1985  shall  constitute  the  final  report  on  activi- 

5  ties  under  such  section  119. 

6  "(c)  The  Secretary  is  authorized  to  require  recipients  of 

7  assistance  under  this  title  to  submit  such  reports  and  other 

8  information  as  nuiy  be  necessary  in  order  for  the  Secretary  to 

9  make  the  report  required  by  this  section.". 

10  MISCBLLANBOUS  BBPBALBB8 

11  Sbc.  107.  (aKD  Section  104(g)  of  the  Housing  and 

12  Conununity  Development  Act  of  1974  is  hereby  repealed. 

13  (2)  On  or  after  the  effective  date  of  this  section,  no  re- 

14  volving  loan  fund  may  be  established  or  extended  under  sec- 

15  tion  104(g),  as  it  existed  immediately  before  such  effective 

16  date. 

17  (3)  Any  revolving  loan  fund  established  under  section 

18  104(g),  as  it  existed  inunediately  before  the  effective  date  of 

19  this  section,  shall  continue  to  be  governed  by  the  provisions 

20  of  such  section  104(g). 

21  (bKl)  Section  107(b)  of  such  Act  is  amended  by  striking 

22  out  paragraph  (1)  and  redesignating  the  remaining  para- 

23  graphs  accordingly. 

24  (2)  On  or  after  the  effective  date  of  this  section,  no  grant 

25  may  be  made  under  section  107(bXl),  as  it  existed  immedi- 

26  ately  before  such  effective  date. 
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1  (3)  Any  grant  made  under  section  107(bXl)i  as  it  existed 

2  immediately  before  the  effective  date  of  this  section,  shall 

3  continue  to  be  governed  by  the  provisions  of  such  section 

4  107(b)(1). 

5  (c)(1)  Section  108  of  such  Act  is  hereby  repealed. 

6  (2)  On  or  after  the  effective  date  of  this  section,  no  guar- 

7  antee  may  be  made  under  section  108,  as  it  existed  inunedi- 

8  ately  before  such  effective  date,  except  pursuant  to  a  commit- 

9  ment  to  guarantee  made  before  such  effective  date. 

10  (3)  Any  guarantee  made  under  section  108,  as  it  existed 

11  inunediately  before  the  effective  date  of  this  section,  shall 

12  continue  to  be  governed  by  the  provisions  of  such  section 

13  108. 

14  (4)  The  second  sentence  of  section  101(c)  and  section 

15  104(bX3)  of  such  Act  are  each  amended  by  inserting  after 

16  "section  108"  the  following:  "(as  such  section  existed  imme- 

17  diately  before  the  effective  date  of  section  107  of  the  Housing 

18  and  Community  Development  Amendments  of  1985)". 

19  (dXlKA)  Sections  119  and  121  of  such  Act  are  hereby 

20  repealed. 

21  (B)  The  first  sentence  of  sections  106  (a)  and  (dXD  of 

22  such  Act  is  amended  by  striking  out  "and  section  119"  each 

23  place  it  appears. 

24  (C)  Sections  107(d)  (1)  and  (2)  of  such  Act  are  each 

25  amended  by  striking  out  "or  section  119". 
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1  (D)  Section  102(a)  is  amended  by  striking  out  para- 

2  graphs  (13),  (14),  (15),  (16)  and  redesignating  the  remaining 

3  paragraphs  accordingly. 

4  (2)  No  grant  may  be  made  under  section  1 19,  as  it  exist- 

5  ed  inunediately  before  the  effective  date  of  this  section,  after 

6  the  grants  awarded  for  large  cities  and  urban  counties  for 

7  which  the  decision  date  under  section  570.460  of  title  24, 

8  Code  of  Federal  Beguladons,  is  September  30, 1985. 

9  (3)  Any  grant  made  under  section  119,  as  it  existed  im- 

10  mediately  before  the  effective  date  of  this  section,  shall  con- 

11  tinue  to  be  governed  by  the  provisions  of  sections  102(a)  (13), 

12  (14),  (15),  and  (16),  107(d),  119,  and  121  of  such  Act,  as 

13  they  existed  immediately  before  such  effective  date. 

14  (4)  Any  amounts  that,  in  the  absence  of  this  subsection, 

15  would  have  been  available  for  making  grants  under  section 

16  119  of  such  Act  on  or  after  the  effective  date  of  this  section 

17  shall  be  rescinded. 

18  (5)  Clause  (ii)  of  the  penultimate  sentence  of  section 

19  235(hXl)  of  the  National  Housing  Act  is  amended  by  insert- 

20  ing  after  "1974"  the  following:  "(as  such  section  existed  im- 

21  mediately  before  the  effective  date  of  section  107  of  the 

22  Housing   and   Conununity   Development    Amendments    of 

23  1985)". 

24  (eXl)  Section  312  of  the  Housing  Act  of  1964  is  hereby 

25  repealed,  except  that  the  first  and  second  sentences  of  section 
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1  312(d)  shall  remain  in  effect  until  September  30,  1986,  or 

2  mitil  the  assets  and  liabilities  of  the  revolving  fund  under 

3  such  section  are  transferred  to  the  Revolving  Fund  Qiquidat- 

4  ing  programs)  established  under  title  11  of  the  Independent 

5  Offices  Appropriation  Act,  1955,  whichever  is  earlier.  All 

6  monies  in  the  Revolving  Fund  Qiquidating  programs)  shall  be 

7  made  available  for  necessary  expenses  of  servicing  and  liqui- 

8  dating  loans  made  under  section  312,  including  reimburse- 

9  ment  or  payment  for  services  and  facilities  of  the  Govem- 

10  ment  National  Mortgage  Association  and  of  any  public  or  pri- 

11  vate  entity  for  the  servicing  or  liquidation  of  such  loans. 

12  (2)  On  or  after  the  effective  date  of  this  section,  no  loan 

13  may  be  approved  under  section  312,  as  it  existed  immediately 

14  before  such  effective  date. 

15  (3)  Any  loan  approved  under  section  312,  as  it  existed 

16  inunediately  before  the  effective  date  of  this  section,  shall 

17  continue  to  be  governed  by  the  provisions  of  such  section 

18  312. 

19  (0  This  section  shall  become  effective  on  the  later  of 

20  October  1,  1985,  or  the  date  of  enactment  of  this  Act. 

21  UBBAN  HOMESTEADINO 

22  Sec.  108.  (a)  The  first  sentence  of  section  810(k)  of  the 

23  Housing   and   Community   Development   Act   of    1974   is 

24  amended  by  striking  out  ''fiscal  year  1984,  and  such  sums  as 

25  may  be  necessary  for  fiscal  year  1985"  and  inserting  in  lieu 
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1  thereof  the  following:  ''each  of  fiscal  years  1984,   1985, 

2  1986,  and  1987". 

3  (b)  Section  810  of  such  Act  is  amended  by — 

4  (1)  inserting  after  "without  any  substantial  consid- 

5  eration"  in  subsection  (bXl)  the  following:  "in  the  case 

6  of  a  lower  income  individual  or  family,  as  determined 

7  in  accordance  with  section  3(b)(2)  of  the  United  States 

8  Housing  Act  of  1937  or  for  such  consideration,  if  any, 

9  as  may  be  agreed  upon  by  the  entity  and  the  individual 

10  or  family,  in  the  case  of  an  individual  or  family  which 

11  is  not  lower  income"; 

12  (2)  striking  out  "and"  the  first  time  it  appears  in 

13  subsection  (b)(2)  and  inserting  in  lieu  thereof  a  comma; 

14  (3)  inserting  immediately  before  the  semicolon  at 

15  the  end  of  subsection  (b)(2)  the  following:  ",  and  ability 

16  to  pay  any  consideration  agreed  upon  in  connection 

17  with  conveyance  of  the  property"; 

18  (4)  striking  out  "and"  at  the  end  of  subsection 

19  (bX3)(C)  and  inserting  "and"  after  the  semicolon  at  the 

20  end  of  subsection  (b)(3)(D); 

21  (5)  adding  the  following  new  clause  (E)  at  the  end 

22  of  subsection  (b)(3)(D): 

23  "(E)  pay  the  agreed  upon  consideration  for 

24  the  property;"; 
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1  (6)  inserting  after  "without  consideration"  in  sub- 

2  section  (b)(5)  the  following:  ''in  the  case  of  a  lower 

3  income  individual  or.  family  or  for  such  consideration,  if 

4  any,  as  may  be  agreed  upon  by  the  entity  and  the  indi- 

5  vidual  or  family,  in  the  case  of  an  individual  or  family 

6  which  is  not  lower  income/';  and 

7  (7)  inserting  at  the  end  of  subsection  (b)  the 

8  following: 

9  "Any  unit  of  general  local  government,  State  or  agency  des- 

10  ignated  by  a  unit  of  general  local  government  or  a  State, 

11  which  receives  consideration  in  connection  with  the  convey- 

12  ance  of  a  property  to  an  individual  or  family  under  this  sec- 

13  tion,  shall  remit  to  the  Secretary  any  amounts  received  in 

14  such  manner  and  at  such  time  or  times  as  the  Secretary  may 

15  prescribe.  The  Secretary  shall  deposit  in  miscellaneous  re- 

16  ceipts  of  the  Treasury  of  the  United  States  any  amounts  so 

17  remitted.". 

18  EFFECTIVE  DATE 

19  Sec.   109.  The  amendments  made  by  sections   101 

20  through  106  shall  apply  only  with  respect  to  funds  available 

21  for  fiscal  year  1986  and  thereafter. 
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1  TITLE  n— HOUSING  ASSISTANCE  PROGRAMS 

2  Pabt  a — General 

3  annual  conteibution8  foe  lowee  income  housing 

4  peojects 

5  Sec.  201.  (a)  Section  5(c)  of  the  United  States  Housing 

6  Act  of  1937  is  amended  by  adding  at  the  end  thereof  the 

7  following  new  paragraph: 

8  ''(8)  The  aggregate  amount  of  budget  authority  that 

9  may  be  obligated  for  contracts  for  annual  contributions  is  in- 

10  creased  by  $499,000,000  on  October  1,  1985/ and  by  such 

11  sums  as  may  be  approved  in  appropriation  Acts  on  October 

12  1,  1986.  During  fiscal  year  1986,  the  Secretary  shall  not 

13  enter  into  contracts  providing  for  more  than  $175,000,000  in 

14  the  aggregate  of  budget  authority  for  comprehensive  im- 

15  provement  assistance  under  section  14,  and  no  contract  shall 

16  be  entered  into  for  purposes  other  than  to  meet  emergencies 

17  for  which  assistance  under  section  14  may  be  used.  The  Sec- 

18  retary  may  enter  into  contracts  for  annual  contributions  in, 

19  and  the  aggregate  authority  to  enter  into  such  contracts  is 

20  increased  by,  such  amounts  as  are  consistent  with  the  forego- 

21  ing  increase  in  budget  authority.''. 

22  (b)  Section  9(c)  of  such  Act  is  amended  by  striking  out 

23  "on  or  after  October  1,  1984"  and  inserting  in  lieu  thereof 

24  "thereafter". 
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1  PEBVBNTINO  FRAUD  AND  ABUSE  IN  THE  DEPAETMENT  OP 

2  HOUSING  AND  UBBAN  DEVELOPMENT  PBOOBAMS 

3  Sec.  202.  (a)  As  a  condition  of  initial  or  continuing  eli- 

4  gibility  for  participation  in  any  program  of  the  Department  of 

5  Housing  and  Urban  Development  involving  loans,  grants,  in- 

6  terest  or  rental  assistance  of  any  kind,  or  mortgage  or  loan 

7  insurance,  and  to  assure  that  the  level  of  benefits  provided 

8  under  such  programs  is  proper,  the  Secretary  may  require 

9  that  an  applicant  or  participant  (including  members  of  an  ap- 

10  plicant's  or  participant's  household)  disclose  his  or  her  social 

11  security  number  or  employer  identification  number  to  the 

12  Secretary. 

13  (b)  As  a  condition  of  initial  or  continuing  eligibility  for 

14  participation  in  any  program  of  the  Department  of  Housing 

15  and  Urban  Development  involving  initial  and  periodic  review 

16  of  an  applicant's  or  participant's  income,  and  to  assure  that 

17  the  level  of  benefits  provided  under  such  programs  is  proper, 

18  the  Secretary  may  require  that  an  applicant  or  participant 

19  (including  members  of  an  applicant's  or  participant's  house- 

20  hold)  sign  a  consent  form  approved  by  the  Secretary  author- 

21  izing  (1)  the  Secretary,  or  the  public  housing  agency  or 

22  owner  responsible  for  determining  eligibility  or  level  of  bene- 

23  fits,  to  verify  the  information  furnished  by  the  applicant  or 

24  participant,  and  (2)  any  Federal,  State,  or  local  agency  or 

25  private  person  or  entity  to  release  information  related  to  the 
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1  determination  of  eligibility  and  benefit  level.  The  information 

2  may  include,  but  is  not  limited  to,  data  concerning  wages  (not 

3  including  return  information  as  defined  in  section  6103(bK2) 

4  of  title  26,  United  States  Code),  unemployment  compensa- 

5  tion,  benefits  made  available  under  the  Social  Security  Act, 

6  and  veterans  benefits  under  title  38,  United  States  Code. 

7  Any  individually  identifiable  information  received  by  the  Sec- 

8  retary  under  this  section  shall  be  subject  to  the  requirements 

9  of  section  552a  of  title  5,  United  States  Code.  An  applicant 

10  or  participant  shall  have  the  right  to  obtain,  examine,  and 

11  correct  any  information  which  the  Secretary,  public  housing 

12  agency  or  owner  responsible  for  determining  eligibility  or 

13  level  of  benefits  has  received  under  this  section,  unless  a 

14  criminal  investigation  is  pending. 

15  (c)  As  used  in  this  section — 

16  (1)  the  term  "Secretary"  means  the  Secretary  of 

17  Housing  and  Urban  Development; 

18  (2)  the  term  "applicant"  shall  have  such  meaning 

19  as  the  Secretary  by  regulation  shall  prescribe;  and 

20  (3)  the  term  "public  housing  agency"  means  any 

21  agency  described  in  section  3(b)(6)  of  the  United  States 

22  Housing  Act  of  1937. 

23  (d)  Section  303  of  the  Social  Security  Act  is  amended 

24  by  adding  at  the  end  thereof  the  following  new  subsection: 
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1  "(g)(1)  The  State  agency  charged  with  the  administra- 

2  tion  of  the  State  law — 

3  "(A)  shall  disclose,  upon  request  and  on  a  reim- 

4  bursable  basis,  to  officers  or  employees  of  the  Depart- 

5  ment  of  Housing  and  Urban  Development  and  to  offi- 

6  cers  or  employees  of  any  public  housing  agency  respon- 

7  sibile  for  determining  the  eligibility  and  level  of  bene- 

8  fits  of  particular  applicants  or  participants  (including 

9  members  of  an  applicant's  or  participant's  household), 

10  and  of  the   following   information   contained  in   the 

11  records  of  the  State  agency — 

12  "(i)  wage  information,  not  including  return 

13  information  as  defined  in  section  6103(bK2)  of  title 

14  26,  United  States  Code, 

15  "(ii)  whether  an  individual  is  receiving,  has 

16  received,  or  has  made  application  for,  unemploy- 

17  ment  compensation,  and  the  amount  of  any  such 

18  compensation  being  received  (or  to  be  received)  by 

19  the  individual,  and 

20  "(iii)  the  current  (or  most  recent)  home  ad- 

21  dress  of  the  individual,  and 

22  "(B)  shall  establish  such  safeguards  as  are  neces- 

23  sary  (as  determined  by  the  Secretary  of  Labor  in  regu- 

24  lations)  to  insure  that  information  disclosed  under  sub- 

25  paragraph  (A)  is  used  only  for  purposes  of  determining 
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1  an  individual's  eligibility  for  benefits,  or  the  amount  of 

2  benefits,  under  the  programs  of  the  Department  of 

3  Housing  and  Urban  Development. 

4  "(2)  Whenever  the  Secretary  of  Labor,  after  reasonable 

5  notice  and  opportunity  for  hearing  to  the  State  agency 

6  charged  with  the  administration  of  the  State  law,  finds  that 

7  there  is  failure  to  comply  substantially  with  the  requirements 

8  of  paragraph  (1),  the  Secretary  of  Labor  shall  notify  the  State 

9  agency  that  further  payments  will  not  be  made  to  the  State 

10  until  such  Secretary  is  satisfied  that  there  is  no  longer  any 

11  failure  to  comply.  Until  the  Secretary  of  Labor  is  satisfied, 

12  such  Secretary  shall  make  no  further  certification  to  the  Sec- 

13  retary  of  the  Treasury  with  respect  to  the  State.". 

14  REVISED  DEFINITION  OF  DISABILITY 

15  Sec.  203.  (a)  Clause  (A)  of  the  first  sentence  of  section 

16  3(bK3)  of  the  United  States  Housing  Act  of  1937  is  amended 

17  by  striking  out  "section  102  of  the  Developmental  Disabil- 

18  ities  Services  and  Facilities  Construction  Amendments  of 

19  1970"  and  inserting  in  lieu  thereof  "section  102(7)  of  the 

20  Developmentally  Disabled  Assistance  and  Bill  of  Bights 

21  Act". 

22  (b)  The  third  sentence  of  section  202(dK4)  of  the  Hous- 

23  ing  Act  of  1959  is  amended  by  striking  out  "section  102(5)  of 

24  the  Developmental  Disabilities  Services  and  Facilities  Con- 

25  struction  Amendments  of  1950"  and  inserting  in  lieu  thereof 
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1  "section  102(7)  of  the  Developmentally  Disabled  Assistance 

2  and  Bill  of  Rights  Act". 

3  Pabt  B — Public  and  Indian  Housing 

4  public  and  indian  housing  financing  befobms 

5  Sec.  211.  (a)  Section  4(a)  of  the  United  States  Housing 

6  Act  of  1937  is  amended  by  adding  at  the  end  thereof  the 

7  following  new  sentence:  "The  Secretary  shall  not  make  any 

8  commitment  to  make  a  loan  under  this  subsection  except  with 

9  respect  to  a  lower  income  housing  project  for  which  funding 

10  has  been  reserved  before  October  1,  1986.". 

11  (b)  Section  4  of  such  Act  is  amended  by  adding  at  the 

12  end  thereof  the  following  new  subsection: 

13  "(c)(1)  At  such  times  as  the  Secretary  may  determine, 

14  and  in  accordance  with  such  accounting  and  other  procedures 

15  as  the  Secretary  may  prescribe,  each  loan  made  by  the  Sec- 

16  retary  pursuant  to  subsection  (a)  that  has  any  principal 

17  amount  outstanding  or  any  interest  amount  outstanding  or 

18  accrued  shall  be  forgiven;  the  terms  and  conditions  of  any 

19  contract,  or  any  amendment  to  a  contract,  for  such  loan  with 

20  respect  to  any  promise  to  repay  such  principal  and  interest 

21  shall  be  canceled.  This  cancellation  shall  not  affect  any  other 

22  terms  and  conditions  of  such  contract,  which  shall  remain  in 

23  effect  as  if  the  cancellation  had  not  occurred.  This  paragraph 

24  shall  not  apply  to  any  loan,  the  repayment  of  which  was  not 

25  to  be  made  using  annual  contributions,  or  to  any  loan,  all  or 
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1  part  of  the  proceeds  of  which  are  due  a  public  housing  agency 

2  from  contractors  or  others. 

3  "(2KA)  On  September  30,  1985,  or  on  the  date  of  the 

4  enactment  of  the  Housing  and  Community  Development 

5  Amendments  of  1985  into  law,  whichever  is  later,  each  note 

6  or  other  obligation  issued  by  the  Secretary  to  the  Secretary 

7  of  the  Treasury  pursuant  to  subsection  (b),  together  with  any 

8  promise  to  repay  the  principal  and  unpaid  interest  which  has 

9  accrued  on  each  obligation,  is  forgiven;  and  any  other  term  or 

10  condition  specified  by  each  such  obligation  is  canceled. 

11  "(B)  On  September  30,  1986,  and  on  any  subsequent 

12  September  30,  each  such  note  or  other  obligation  issued  by 

13  the  Secretary  pursuant  to  subsection  (b)  during  the  fiscal  year 

14  ending  that  day,  together  with  any  such  promise  to  repay, 

15  shall  be  forgiven;  and  any  other  term  or  condition  specified 

16  by  each  such  obligation  shall  be  canceled.". 

17  (c)  Section  5  of  such  Act  is  amended  by — 

18  (1)  striking  our  "annual''  in  the  section  heading; 

19  (2)  striking  out  subsection  (a)  and  inserting  in  lieu 

20  thereof  the  following: 

21  "(aKl)  The  Secretary  may  make  annual  contributions  to 

22  public  housing  agencies  to  assist  in  achieving  and  maintaining 

23  the  lower  income  character  of  their  projects.  The  Secretary 

24  shall  embody  the  provisions  for  such  annual  contributions  in  a 

25  contract  guaranteeing  then-  pajrment.  The  contribution  pay- 
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1  able  annually  under  this  section  shall  in  no  case  exceed  a  sum 

2  equal  to  the  annual  amount  of  principal  and  interest  payable 

3  on  obligations  issued  by  the  public  housing  agency  to  finance 

4  the  development  or  acquisition  cost  of  the  lower  income 

5  project  involved.  Annual  contributions  payable  under  this 

6  section  shall  be  pledged,  if  the  Secretary  so  requires,  as  secu- 

7  rily  for  obligations  issued  by  a  public  housing  agency  to  assist 

8  the  development  or  acquisition  of  the  project  to  which  annual 

9  contributions  relate  and  shall  be  paid  over  a  period  not  to 

10  exceed  40  years.  The  Secretary  shall  not  enter  into  a  con- 

11  tract  guaranteeing  the  payment  of  annual  contributions  under 

12  this  section  with  respect  to  public  housing  projects,  except 

13  with  respect  to  a  project  for  which  funding  has  been  reserved 

14  before  October  1,  1986. 

15  "(2KA)  On  an  after  October  1,  1987,  the  Secretary  may 

16  make  one-time  capital  contributions  to  public  housing  agen- 

17  cies  to  cover  the  development  cost  of  public  housing  projects. 

18  The  contract  under  which  such  contributions  shall  be  made 

19  shall  specify  the  amount  of  capital  contributions  required  for 

20  each  project  to  which  the  contract  pertains,  and  the  period 

21  (not  to  exceed  40  years)  during  which  the  terms  and  condi- 

22  tions  of  such  contract  shall  remain  in  effect. 

23  "(B)  There  are  authorized  to  be  appropriated  such  sums 

24  as  may  be  necessary  to  carry  out  the  purposes  of  subpara- 

25  gritph(A). 
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1  "(3)  The  amount  of  contributions  which  would  be  estab- 

2  lished  for  a  newly  constructed  project  by  a  public  housing 

3  agency  designed  to  accommodate  a  number  of  families  of  a 

4  given  size  and  kind  may  be  established  under  this  section  for 

5  a  project  by  such  public  housing  agency  which  would  provide 

6  housing  for  the  comparable  number,  sizes,  and  kinds  of  fami- 

7  lies  through  the  acquisition  and  rehabilitation,  or  use  under 

8  lease,  of  structures  which  are  suitable  for  lower  income  hous- 

9  ing  use  and  obtained  in  the  local  market.";  and 

10  (3)  striking  out  "annual"  in  subsection  (e)(2). 

11  (d)  Section  6  of  such  Act  is  amended  by — 

12  (1)  inserting  "The"  immediately  before  "Secre- 

13  tary"  in  the  first  sentence  of  subsection  (a);  and 

14  (2)  striking  out  "annual"  the  first  time  it  appears 

15  in  the  first  sentence  of  subsection  (g),  and  each  place  it 

16  appears  in  subsection  (d)  and  the  first  sentence  of  each 

17  of  subsections  (a),  (b),  and  (c). 

18  (e)  Section  7  of  such  Act  is  amended  by — 

19  (1)  striking  out  "annual"  in  the  proviso  in  the 

20  first  sentence;  and 

21  (2)  striking  out  "low-rent"  each  time  it  appears  in 

22  the    second   sentence   and   inserting   in   lieu   thereof 

23  "pubKc". 

24  (0  Section  9(aK2)  of  such  Act  is  amended  by — 
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1  (1)  strikiiig  oat  ''being  assisted  by  an  annual  con- 

2  tribtttions  contract  authorized  by  section  5(c)''  and  in- 

3  '    sorting  in  lieu  thereof  "one  developed  pursuant  to  a 

4  contributions  contract  authorized  by  section  5'';  and 

5  (2)  striking  out  ''any  such  annual''  and  inserting 

6  in  lieu  thereof  "any  such". 

7  (g)  Section  12  of  such  Act  is  amended  by  striking  out 

8  "annual". 

9  (h)  Section  14  of  such  Act  is  amended  by — 

10  (1)  striking  out  "receive  assistance  under  section 

11  5(c)"  in  subsection  (cK2)  and  inserting  in  lieu  thereof 

12  "assisted  under  section  5";  and 

13  (2)  striking  out  "annual"  in  each  of  paragraphs 

14  (2)  and  (4K0)  of  subsection  (d). 

15  (i)  Section  15  of  such  Act  is  amended  by  striking  out 

16  "with  loans  or  debt  service  annual  contributions"  in  clause 

17  (2). 

18  (j)  Section  16(b)  of  such  Act  is  amended  by  striking  out 

19  "annual". 

20  (kKD  Section  18(aK2)(B)  of  such  Act  is  amended  by— 

21  (A)  inserting  immediately  before  "the  net  pro- 

22  ceeds"  the  following:  "except  as  otherwise  provided  by 

23  this  subparagraph,";  and 

24  (B)  inserting  immediately  before  the  period  at  the 

25  end  thereof  the  following:  ";  in  the  case  of  a  public 
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1  housiiig  project  financed  under  section  5(aK2)  or  with 

2  respect  to  which  a  loan  made  under  section  4(a)  was 

3  forgiven  under  section  4(c),  the  net  proceeds  of  the  dis- 

4  position  will  be  used  in  a  manner  prescribed  by  the 

5  Secretary  in  regulations,  which  shall  be  comparable  (as 

6  determined  by  the  Secretary,  taking  into  account  that 

7  the  indebtedness  was  forgiven  or  a  different  financing 

8  method  was  used,  as  appropriate)  to  the  requirements 

9  for  the  use  of  such  net  proceeds  applicable  to  other 

10  public  housing  projects  under  this  subparagraph". 

11  (2)  Section  18(c)  of  such  Act  is  amended  by  striking  out 

12  "annual  contributions  authorized  under  section  5(c)"  and  in- 

13  sorting  in  lieu  thereof  "contributions  authorized  under  section 

14  5". 

15  EXEMPTION  OF  PUBLIC  H0U8IN0  HOllEOWNEBSHIP  PBO- 

16  0BAM8    FROM    PROVISIONS    PERTAINING    TO    RENTS 

17  PAYABLE  BY  TENANTS 

18  Sec.  212.  Section  3(a)  of  the  United  States  Housibg 

19  Act  of  1937  is  amended  by  inserting  after  "under  section 

20  8(o)"  in  the  final  sentence  the  following:  "or  under  a  public 

21  housing  homeownership  program''. 

22  PUBLIC  HOUSING  AGENCY  BECEIVEB8HIP 

23  Sec.  213.  Section  6  of  the  United  States  Housing  Act 

24  of  1937  is  amended  by— 

25  (1)  redesignating  subsection  (g)  as  subsection  (f); 

26  and 
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1  (2)  adding  the  following  new  dubeection: 

2  "(g)  Notwithstanding  any  other  provision  of  this  Act  or 

3  of  any  contract  for  annual  contributions,  upon  the  occurrence 

4  of  events  or  conditions  which,  in  the  opinion  of  the  Secretary, 

5  constitute  a  substantial  default  in  respect  to  the  covenants  or 

6  conditions  to  which  the  public  housing  agency  is  subject,  the 

7  Secretary  may  petition  for  the  appointment  of  a  receiver  of 

8  the  public  housing  agency  to  any  district  court  of  the  United 

9  States  or  to  any  court  of  the  State  or  District  of  Columbia  in 

10  which  the  real  property  of  the  public  housing  agency  is  situ- 

11  ated  which  is  authorized  under  the  laws  of  such  jurisdiction 

12  to  appoint  a  receiver  for  the  purposes  and  having  the  powers 

13  prescribed  herein.  Upon  a  determination  that  such  a  substan- 

14  tial  default  has  occurred,  and  without  regard  to  the  availabil- 

15  ity  of  alternative  remedies,  the  court  shall  appoint  a  receiver 

16  to  conduct  the  affairs  of  the  public  housing  agency  in  a 

17  manner  consistent  with  this  Act  and  in  accordance  with  such 
18**  further  terms  and  conditions  as  the  court  shall  provide.  The 

19  court  shall  have  power  to  grant  appropriate  temporary  or 

20  preliminary  relief  pending  final  disposition  of  the  petition  by 

21  the  Secretary.  The  appointment  of  a  receiver  shall  be  termi- 

22  nated  upon  the  petition  of  the  Secretary  or  when  the  court 

23  determines  that  all  defaults  have  been  cured  and  that  the 

24  projects  of  the  public  housing  agency  will  thereafter  be  oper- 

25  ated  by  the  public  housing  agency  in  accordance  with  the 
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1  covenants  and  conditions  to  which  the  public  housing  agency 

2  is  subject.". 

3  Past  C— Othbb  Assisted  Housino 

4  authorization  fob  incbbasing  bobbowing  authob- 

5  ity  fob  dibbct  loans  fob  housing  fob  the  el- 

6  debly  ob  handicapped 

7  Sec.  221.  The  first  sentence  of  section  202(aK4)(BKi)  of 

8  the  Housing  Act  of  1959  is  amended  by  striking  out  "such 

9  sum  as  may  be  approved  in  an  appropriation  Act  on  October 

10  1,  1984"  and  inserting  in  lieu  thereof  "such  sums  as  may  be 

11  approved  in  appropriation  Acts  thereafter". 

12  ESTABLISHMENT  OF  SECTION  8  FAIB  MABKET  BENTS  FOB 

13  EXISTING  HOUSING 

14  Sec.  222.  Notwithstanding  the  requirement  to  establish 

15  fair  market  rents  at  least  annually  under  section  8(c)(1)  of  the 

16  United  States  Housing  Act  of  1937,  the  Secretary  of  Hous- 

17  ing  and  Urban  Development  shall  not  establish  fair  market 

18  rents  for  section  8  existing  housing  for  fiscal  year  1986.  The 

19  fair  market  rents  established  for  fiscal  year  1985  shall  contin- 

20  ue  in  effect  for  fiscal  year  1986.  Establishment  of  fair  market 

21  rents  in  accordance  with  section  8(cKl)  shall  resume  begin- 

22  ning  with  the  fair  market  rents  for  fiscal  year  1987. 

23  PEBMANENT  HOUSING  VOUCHEE  PBOGBAM;  BEPEAL  OF 

24  MODEBATE  BEHABILITATION  PBOGBAM 

25  Sec  223.  (a)  Section  8(0)  of  the  United  States  Housmg 

26  Act  of  1937  is  amended  by- 
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1  (1)  striking  out  "In  connection  with"  and  all  that 

2  follows  through  "demonstration  program"  in  the  first 

3  sentence  of  paragraph  (1)  and  inserting  in  lieu  thereof 

4  ''Notwithstanding  the  provisions  of  subsection  (c),  the 

5  Secretary  is  authorized  to  provide  assistance";  and 

6  (2)  striking  out  paragraph  (4)  and  redesignating 

7  the  remaining  paragraphs  accordingly. 

8  (b)  Section  8(cKl)  of  such  Act  is  amended  by  inserting 

9  after  the  third  sentence  the  following  new  sentence:  "The 

10  Secretary  shall  increase  the  maximum  monthly  rental  above 

11  the  amount  of  assistance  otherwise  permitted  by  this  para- 

12  graph,  if  the  Secretary  determines  that  such  increase  is  nec- 

13  essary  to  assist  in  the  sale  of  multifamily  housing  projects 

14  owned  by  the  Secretary.". 

15  (c)(1)  Section  8  of  such  Act  is  amended  by — 

16  (A)  striking  out  in  subsection  (e)  "(eXl)''  and  in- 

17  serting  in  lieu  thereof  "(e)"; 

18  (B)  striking  out  subsection  (eX2); 

19  (C)   striking  out  in   subsection  (n)   "subsections 

20  (b)(1)  and  (eX2)"  and  inserting  in  lieu  thereof  "subsec- 

21  tion  (bXD";  and 

22  (D)  striking  out  in  subsection  (p)  "and  moderate 

23  rehabilitation  programs"  and  inserting  in  lieu  thereof 

24  "program". 
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1  (2)  On  or  after  the  effective  date  of  this  subsection,  no 

2  contract  may  be  ent^^  into  under  section  ^eK2),  as  it  exist- 

3  ed  immediately  before  such  effective  date,  except  pursuant  to 

4  a  commitment  to  contract  made  before  such  effective  date. 

5  (3)  Any  contract  made  under  section  8(eK2),  as  it  exist- 

6  ed  immediately  before  the  effective  date  of  this  subsection, 

7  shall  continue  to  be  governed  by  the  provisions  of  such  sec- 

8  tion8(eK2). 

9  (4)  This  subsection  shall  become  effective  on  the  later  of 

10  October  1, 1985,  or  the  date  of  enactment  of  this  Act. 

11  (d)  Section  5(c)  of  such  Act  is  amended  by  striking  out 

12  clause  (v)  in  each  of  paragraphs  (7KA)  and  (B)  and  redesig- 

13  nating  the  remaining  clauses  accordingly. 

14  U8B  OF  HOUSING  VOUCHERS  IN  CONNECTION  WITH 

15  RENTAL  REHABILITATION 

16  Sec.  224.  The  first  sentence  of  section  8(oK3)  of  the 

17  United  States  Housing  Act  of  1937  is  amended  by — 

18  (1)  striking  out  "or"  before  "(C)";  and 

19  (2)  inserting  before  the  period  at  the  end  thereof 

20  the  following:  *\  or  (D)  a  family  residing  in  a  project 

21  being  rehabilitated  under  section  17  that  is  determined 

22  to  be  a  lower  income  family  at  the  time  it  initially  re- 

23  ceives  assistance  and  whose  rent  after  rehabilitation 

24  would  exceed  30  percent  of  the  family's  monthly  ad- 

25  justed  income". 


m^n  o-»- 
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1  ALLOCATION  AND  USB  OF  HOUSINO  A88I8TANCB 

2  Sec.  225.  (a)  Section  213  of  the  Housiiig  and  Commu- 

3  nity  Development  Act  of  1974  is  amended  by  striking  out  the 

4  section  heading  and  subsections  (a)  through  (c)  and  inserting 

5  in  lieu  thereof  the  following: 

6  "allocation  and  USB  OF  HOUSING  ASSISTANCE 

7  "Sec.  213.  (a)  This  section  shall  apply  to  the  aUocation 

8  and  use  of  housing  assistance  made  available  under  the 

9  United  States  Housing  Act  of  1937,  section  235  or  236  of 

10  the  National  Housing  Act,  section  101  of  the  Housing  and 

11  Urban  Development  Act  of  1965,  or  section  202  of  the 

12  Housing  Act  of  1959. 

13  "(b)  The  Secretary  of  Housing  and  Urban  Development 

14  shall  not  approve  an  application  for  housing  assistance  re- 

15  ferred  to  in  subsection  (a)  unless  the  Secretary  determines 

16  that  there  is  a  need  for  such  assistance  and  that  there  are  or 

17  will  be  available  in  the  area  public  facilities  and  services  ade- 

18  quate  to  serve  the  housing  proposed  to  be  assisted.  The  Sec- 

19  retary  shall  give  the  unit  of  general  local  government  in 

20  which  the  assistance  is  to  be  provided  an  opportunity,  during 

21  a  30-day  period  following  the  Secretary's  receipt  of  the  appli- 

22  cation  for  assistance,  to  provide  comments  or  information  rel- 

23  evant  to  the  Secretary's  determination. 

24  "(c)  The  provisions  of  subsection  (b)  shall  not  apply  to 

25  applications  for  assistance  involving  twelve  or  fewer  housing 

26  units  in  a  single  project  or  development.''. 
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1  (b)  Section  213(dK2)  of  such  Act  is  amended  to  read  as 

2  follows: 

3  "(2)  In  aUocating  assistance  under  paragraph  (1),  the 

4  Secretary  shall  aUocate  not  less  than  20  percent  nor  more 

5  than  25  percent  of  the  total  assistance  available  in  any  fiscal 

6  year  to  nonmetropolitan  areas,  except  that  beginning  on  or 

7  after  October  1,  1987,  the  Secretary  shall  aUocate  not  to 

8  exceed  50  percent  of  such  assistance  to  metropolitan  areas 

9  and  not  to  exceed  50  percent  of  such  assistance  to  nonmetro- 

10  politan  areas.". 

11  (c)  Section  213(dK3)  of  such  Act  is  amended  by  striking 

12  out  "he"  and  inserting  in  lieu  thereof  "the  Secretary". 

13  (d)  Section  213(dK4)  of  such  Act  is  amended  by— 

14  (1)  striking  out  "(aXl)"  in  the  first  sentence  and 

15  inserting  in  lieu  thereof  "(a)"; 

16  (2)  revising  clause  (E)  to  read  as  follows: 

17  "(E)  projects  approved  by  the  Secretary  to  meet 

18  lower  income  housing  needs;  and";  and 

19  (3)  striking  out  in  clause  (F)  "lower-income"  and 

20  inserting  in  lieu  thereof  "lower  income". 

21  TENANT  EUOIBILITT  DETEBMINATI0N8  IN  BENT 

22  SUPPLBlfBNT  PB0JECT8 

23  Sec.  226.  Section  101  of  the  Housing  and  Urban  De- 

24  velopment  Act  of  1965  is  amended  by — 

25  (1)  striking  out  the  second  sentence  of  subsection 

26  (cKD;  and 
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1  (2)  striking  out  subsection  (k)  and  inserting  the 

2  following  in  lieu  thereof: 

3  "(k)  In  making  tenant  selection  decisions  in  accordance 

4  with  eligibility  criteria  and  procedures  established  under  sub- 

5  section  (eKl)  of  this  section,  the  project  owner  shall  give  pri- 

6  ority  to  individuals  or  families  who  are  occupying  substand- 

7  ard  housing,  are  paying  more  than  50  percent  of  family 

8  income  for  rent,  or  are  involuntarily  displaced  at  the  time 

9  they  are  seeking  housing  assistance  under  this  section.". 

10  REPEAL  OF  BEQUntEliENT  FOB  SIGNIFICANT  COMBiUNITT 

11  BEPBE8ENTATI0N    ON    OOVEBNING    BOABDS    OF    8EC- 

12  TION  202  PB0JECT8 

13  Sec.  227.  Section  202(dK2)  of  the  Housing  Act  of  1959 

14  is  amended  by  striking  out  "(B)  which  has''  and  all  that  fol- 

15  lows  through  "and  (C)''  and  inserting  in  lieu  thereof  "and 

16  (B)". 

17  TECHNICAL  AMENDMENTS  TO  THE  UNITED  STATES 

18  HOUSING  ACT  OF  19S7 

19  Sec.  228.  (a)  Section  6(c)(4)(A)  of  the  United  States 

20  Housing  Act  of  1937  is  amended  by  striking  out  "or  are 

21  paying  more  than  50  per  centum  of  family  income  for  rent" 

22  and  inserting  ",  are  paying  more  than  50  percent  of  family 

23  income  for  rent/'  after  "substandard  housing". 

24  (b)  Sections  6(k)  (4)  and  (5)  of  such  Act  are  each  amend- 

25  ed  by  striking  out  "his"  and  inserting  in  lieu  thereof  "their". 
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1  TITLB  m— PROGRAM  AMENDMENTS  AND 

2  EXTENSIONS 

3  Pabt  a — ^Fbdbbal  Housing  Administbation 

4  extension  op  fedebal  h0u8in0  administbation 

5  mobtoaoe  in8ubance  pboobam8 

6  Sec.  301.  (a)  The  first  sentence  of  section  2(a)  of  the 

7  National  Housing  Act  is  amended  by  striking  out  ''1985'' 

8  and  inserting  in  lieu  thereof  1987". 

9  (b)  Section  217  of  such  Act  is  amended  by — 

10  (1)  inserting  ''section  222,  section  232/'  after 

11  "section  221/'; 

12  (2)  inserting  "section  242/'  after  "section  236/'; 

13  (3)  striking  out  "1985"   and  inserting  in  lieu 

14  thereof  "1987";  and 

15  (4)  inserting  "made  on  or"  before  "before  that 

16  date". 

17  (c)  The  fifth  sentence  of  section  221(f)  of  such  Act  is 

18  amended  by — 

19  (1)   striking  out   "1985"   and  inserting  in  lieu 

20  tiiereof  "1987";  and 

21  (2)  inserting  "made  on  or"  before  "before  that 

22  date". 

23  (d)  Section  222  of  such  Act  is  amended  by  adding  at  the 

24  end  thereof  the  following  new  subsection: 
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1  "(h)  No  mortgage  may  be  insured  under  this  section 

2  after  September  30,  1985,  except  pursuant  to  a  commitment 

3  to  insure  made  on  or  before  that  date/'. 

4  (e)  Section  232  of  such  Act  is  amended  by  adding  at  the 

5  end  thereof  the  following  new  subsection: 

6  "(j)  No  mortgage  may  be  insured  under  this  section  after 

7  September  30,  1985,  except  pursuant  to  a  commitment  to 

8  insure  made  on  or  before  that  date.". 

9  (0  Section  242  of  such  Act  is  amended  by  adding  at  the 

10  end  thereof  the  following  new  subsection: 

11  "(i)  No  mortgage  may  be  insured  under  this  section  after 

12  September  30,  1985,  except  pursuant  to  a  commitment  to 

13  insure  made  on  or  before  that  date.". 

14  (g)  Section  244(d)  of  such  Act  is  amended  by — 

15  (1)   striking  out   "1985"   and  inserting  in  lieu 

16  thereof  "1987";  and 

17  (2)  inserting  "on  or"  before  "before  that  date.". 

18  (h)  Section  244(h)  of  such  Act  is  amended  by  striking 

19  out  "1985"  and  inserting  in  lieu  thereof  "1987". 

20  (i)  The  last  sentence  of  section  245(a)  of  such  Act  is 

21  amended  by — 

22  (1)   striking  out   "1985"   and  inserting  in  lieu 

23  thereof  "1987";  and 

24  (2)  striking  out  "entered  into  prior  to"  and  insert- 

25  .    ing  in  lieu  thereof  "made  on  or  before". 


Digitized  by  VjOOQIC 


2551 


44 

1  (j)  The  last  sentence  of  section  1002(a)  is  amended  by — 

2  (1)   striking  out   "1985"   and  inserting  in  lieu 

3  thereof  "1987";  and 

4  (2)  striking  out  "issued"   and  inserting  m  lieu 

5  thereof  "made  on  or". 

6  MISCELLANEOUS  AlfENDBCENTS 

7  Sec.  302.  (a)  Section  232(i)(2)(B)  of  the  National  Hous- 

8  ing  Act  is  amended  to  read  as  follows: 

9  "(B)  bear  interest  at  such  rate  as  may  be  agreed 

10  upon  by  the  mortgagor  and  the  mortgagee;". 

11  (b)  Section  235  of  such  Act  is  amended  by — 

12  (1)  inserting  in   subsection  (m)   "made   on   or" 

13  before  "before  that  date";  and 

14  (2)  striking  out  in  the  last  sentence  of  subsection 

15  (qXl)  "entered  into  prior  to"  and  inserting  in  lieu 

16  thereof  "made  on  or  before". 

17  (c)  The  last  sentence  of  section  236(i)(l)  of  such  Act  is 

18  amended  by  striking  out  "(h)"  and  inserting  in  lieu  thereof 

19  "(0(4)". 

20  (d)  Section  247(aK2)  of  such  Act  is  amended  by  striking 

21  out  "Mortgagor"  and  inserting  in  lieu  thereof  "mortgagor". 

22  (e)  Section  248  of  such  Act  is  amended  by — 

23  (1)  striking  out  in  subsection  (a)(1)  "lands"  and 

24  inserting  in  lieu  thereof  "land"; 

25  (2)  striking  out  in  subsection  (aK2)  "lands";  and 
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1  (3)  striking  out  "tribal  or  trust  land"  in  subsection 

2  (d)  and  inserting  in  lieu  thereof  "trust  or  otherwise  re- 

3  stricted  land''. 

4  (f)  Section  253  of  such  Act  is  amended  by — 

5  (1)  striking  out  the  fourth  sentence  of  subsection 

6  (b)  and  inserting  in  lieu  thereof  the  following:  'Tor 

7  purposes  of  this  section,  the  term  'net  appreciated 

8  value'  means  the  amount  by  which  the  sales  price  of 

9  the  property  Qess  the  mortgagor's  selling  costs)  ex- 

10  ceeds  the  actual  project  cost  after  completion,  as  ap- 

11  proved  by  the  Secretary."; 

12  (2)  striking  out  in  the  first  sentence  of  subsection 

13  (c)  "204"  and  inserting  m  lieu  thereof  "207";  and 

14  (3)  striking  out  the  last  sentence  of  subsection  (c) 

15  and  inserting  in  lieu  thereof  the  following:  "The  term 

16  'original  principal  face  amount  of  the  mortgage'  as 

17  used  in  section  207  shall  not  mclude  the  mortgagee's 

18  share  of  net  appreciated  value.". 

19  (g)  The  last  sentence  of  section  809(f)  of  such  Act  is 

20  amended  by  inserting  "made  on  or"  before  "before  such 

21  date". 

22  (h)  The  first  sentence  of  section  810(h)  of  such  Act  is 

23  amended  by — 

24  (1)  striking  out  "(exclusive  of  and  all  that  fol- 

25  lows  through  "207"  and  inserting  m  lieu  thereof  "at 
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1  such  rate  as  may  be  agreed  upon  by  the  mortgagor  and 

2  the  mortgagee";  and 

3  (2)  striking  out  before  the  period  at  the  end  there-. 

4  of  *\  and  shall  bear  interest  at  not  to  exceed  the  rate 

5  applicable  to  mortgages  insured  under  section  203". 

6  (i)  The  last  sentence  of  section  810(k)  of  such  Act  is 

7  amended  by  inserting  "made  on  or"  before  "before  such 

8  date". 

9  (j)  The  last  sentence  of  section  1101(a)  of  such  Act  is 

10  amended  by  striking  out  "issued"  and  inserting  in  lieu  thereof 

11  "made  on  or". 

12  (k)  Section  482  of  the  Housing  and  Urban-Rural  Recov- 

13  ery  Act  of  1983  is  amended  by  striking  out  "such  Act"  and 

14  inserting  in  lieu  thereof  "the  National  Housing  Act". 

15  EXPANDED  AUTHORITY  FOB  SETTING  INSURANCE 

16  PBEBilUM  GHABOES  ON  TITLE  I  LOANS 

17  Sec.  303.  Section  2(0  of  the  National  Housing  Act  is 

18  amended  by  striking  out  "The  Secretary"  and  all  that  follows 

19  through  "such  premium  charge"  the  second  place  it  appears 

20  and  inserting  in  lieu  thereof  the  following:  "The  Secretary 

21  shall  fix  one  or  more  premium  charges  for  the  insurance 

22  granted  under  this  section,  but  such  charge  or  charges  for 

23  any  loan,  advance  of  credit,  or  purchase  shall  not  exceed  an 

24  aggregate  amount  equivalent  to  1  percent  per  annum  of  the 

25  net  proceeds  of  such  loan,  advance  of  credit,  or  purchase  for 

26  the  term  of  the  obligation.  Such  premium  charge  or  charges". 
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1  MOBTOAOE8     ON     HAWAIIAN     H0BCELAND8     AND     INDIAN 

2  LANDS  TO  BE  OBLIGATIONS  OF  THE  OENEBAL  INSUB- 

3  ANCE  FUND 

4  Sec.  304.  (a)  Section  247  of  the  National  Housing  Act 

5  is  amended  by  adding  the  following  new  subsection  at  the  end 

6  thereof: 

7  "(d)  Notwithstanding  any  other  provision  of  this  Act, 

8  the  insurance  of  a  mortgage  using  the  authority  contained  in 

9  this  section  shall  be  the  obligation  of  the  General  Insurance 

10  Fund  created  pursuant  to  section  519  of  this  Act.  The  mort- 

11  gagee  shall  be  eligible  to  receive  the  benefits  of  insurance  as 

12  provided  in  section  204  of  this  Act  with  respect  to  mortgages 

13  insured  pursuant  to  this  section,  except  that  all  references  in 

14  section  204  to  the  Mutual  Mortgage  Insurance  Fund  or  the 

15  Fund  shall  be  construed  to  refer  to  the  General  Insurance 

16  Fund,  and  all  references  in  section  204  to  section  203  shall 

17  be  construed  to  refer  to  the  section  under  which  the  mort- 

18  gage  is  insured.''. 

19  (b)  Section  248  of  the  National  Housing  Act  is  amended 

20  by- 

21  (1)  redesignating  subsections  (f),  (g),  and  (h)  as 

22  subsections  (g),  (h),  and  (i),  respectively,  and  inserting 

23  after  subsection  (e)  the  following  new  subsection: 

24  "(f)  Notwithstanding  any  other  provision  of  this  Act,  the 

25  insurance  of  a  mortgage  using  the  authority  contained  in  this 
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1  section  shall  be  the  obligation  of  the  Oeneral  Insurance  Fund 

2  created  pursuant  to  section  519  of  this  Act.  The  mortgagee 

3  shall  be  eligible  to  receive  the  benefits  of  insurance  as  provid- 

4  ed  in  section  204  of  this  Act  with  respect  to  mortgages  in- 

5  sured  pursuant  to  this  section,  except  that  all  references  in 

6  section  204  to  the  Mutual  Mortgage  Insurance  Fund  or  the 

7  Fund  shall  be  construed  to  refer  to  the  General  Insurance 

8  Fund,  and  all  references  in  section  204  to  section  203  shall 

9  be  construed  to  refer  to  the  section  under  which  the  mort- 

10  gage  is  insured.'';  and 

11  (2)  striking  out  in  the  last  sentence  of  subsection 

12  (gK3)  and  the  first  sentence  of  subsection  (gK5),  as 

13  such  subsections  were  redesignated  by  paragraph  (1), 

14  "insurance  fund''  each  place  it  appears  and  inserting  in 

15  lieu  thereof  "General  Insurance  Fund". 

16  REPEAL     OF     BEQUIBElfENT     TO     PUBLISH     PBOTOTTPE 

17  HOUSING  COSTS  FOB  ONE-  TO  POUB-FABilLY  DWELL- 

18  ING  UNITS 

19  Sec.  305.  The  Housing  and  Conmiunity  Development 

20  Act  of  1977  is  amended  by  striking  out  section  904. 

21  AUTHOBITT  FOB  INCBEA8ED  MOBTGAGE  LIMITS  FOB 

22  BffULTIFAMILT  PBOJECTS  IN  HIGH-COST  ABEA8 

\          23  Sec.  306.  Section  207(cK3),  the  second  proviso  of  sec- 

24  tion  213(bK2),  the  first  proviso  of  section  220(dK3)<BKiii), 

25  section  221(dK3Kii)i  section  221(dK4Kii),  section  231(cK2) 

26  and  section  234(eK3)  of  the  National  Housing  Act  are  each 
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1  amended  by  striking  out  ''not  to  exceed  75  per  centum"  and 

2  all  that  follows  through  "involved)  in  such  an  area"  and  in- 

3  serting  in  lieu  thereof  the  following:  "not  to  exceed  110  per- 

4  cent  in  any  geographical  area  where  the  Secretary  finds  that 

5  cost  levels  so  require  and  by  not  to  exceed  140  percent 

6  where  the  Secretary  determines  it  necessary  on  a  project-by- 

7  project  basis,  but  in  no  case  may  any  such  increase  exceed  90 

8  percent  where  the  Secretary  determines  that  a  mortgage  pur- 

9  chased  or  to  be  purchased  by  the  Government  National  Mort- 

10  gage  Association  in  implementing  its  special  assistance  func- 

11  tions  under  section  305  of  this  Act  (as  such  section  existed 

12  immediately  before  November  30,  1983)  is  involved". 

13  DOUBLE  DABiAOES  BEBCEDT  FOB  UNAUTHOBIZED  USE  OF 

14  BiULTIFABiILT  HOUSING  PBOJEGT  ASSETS  AND  INGOBfE 

15  Seg.  307.  (a)  This  section  may  be  cited  as  the  "Civil 

16  Recovery  Double  Damages  Act". 

17  (b)(1)  The  Secretary  of  Housing  and  Urban  Develop- 

18  ment  (hereafter  referred  to  in  this  section  as  the  "Secretary") 

19  may  request  the  Attorney  General  to  bring  an  action  in  a 

20  United  States  district  court  to  recover  any  assets  or  income 

21  used  by  any  person  in  violation  of  (A)  a  regulatory  agreement 

22  that  applies  to  a  multifamily  project  whose  mortgage  is  in- 

23  sured  or  held  by  the  Secretary  under  title  11  of  the  National 

24  Housing  Act,  or  (B)  any  applicable  regulation.  For  purposes 

25  of  this  "section,  a  use  of  assets  or  income  in  violation  of  the 

26  regulatory  agreement  or  any  applicable  regulation  shall  in- 
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1  dude  any  use  for  which  the  documentation  in  the  books  and 

2  accounts  does  not  establish  that  the  use  was  made  for  a  rear 

3  sonable  operating  expense  or  necessary  repair  of  the  project 

4  and  has  not  been  maintained  in  accordance  with  the  require- 

5  ments  of  the  Secretary  and  in  reasonable  condition  for  proper 

6  audit. 

7  (2)  For  purposes  of  a  mortgage  insured  or  held  by  the 

8  Secretary  under  title  11  of  the  National  Housing  Act,  "any 

9  person''  shall  mean  any  person  or  entity  which  owns  a 

10  project,  as  identified  in  the  regulatory  agreement,  including 

11  but  not  limited  to  any  stockholder  holding  25  percent  or  more 

12  interest  of  a  corporation  diat  owns  the  project;  and  beneficial 

13  owner  under  any  business  or  trust;  any  officer,  director,  or 

14  partner  of  an  entity  owning  the  project;  and  any  heir,  assign- 

15  ee,  successor  in  interest,  or  agent  of  any  owner. 

16  (c)  The  Attorney  Oeneral,  upon  request  of  the  Secre- 

17  tary,  shall  have  the  exclusive  authority  to  authorize  the  initi- 

18  ation  of  procee^Ungs  under  this  section.  Pending  final  resolu- 

19  tion  of  any  action  under  this  section,  the  court  may  grant 

20  appn^niate  temporary  or  preliminary  relief,  including  re- 

21  straining  orders,  injunctions,  and  acceptance  of  satisfactory 

22  performance  bonds,  to  protect  the  interests  of  the  Secretary 

23  and  to  prevent  use  of  assets  or  income  in  violation  of  the 

24  regulatoiy  agreement  and  any,  applicable  regulation  and  loss 

25  of  vahie  of  the  realty  and  personality  involved. 
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1  (d)  In  any  judgment  favorable  to  the  United  States  en- 

2  tered  under  this  section,  the  Attorney  General  may  recover 

3  double  the  value  of  the  project's  assets  and  income  that  the 

4  court  determines  to  have  been  used  in  violation  of  the  regula- 

5  tory  agreement  or  any  applicable  regulation,  plus  all  costs 

6  relating  to  the  action,  including  but  not  limited  to  reasonable 

7  attorney  and  auditing  fees.  Notwithstanding  any  other  provi- 

8  sion  of  law,  the  Secretary  may  apply  the  recovery,  or  any 

9  portion  of  the  recovery,  to  the  project  or  to  the  applicable 

10  insurance  fund  under  the  National  Housing  Act,  or  deposit  it 

11  in  miscellaneous  receipts  of  the  Treasury  of  the  United 

12  States,  as  the  Secretary  determines  is  appropriate. 

13  (e)  Notwithstanding  any  other  statute  of  limitations,  the 

14  Secretary  may. request  the  Attorney  General  to  bring  an 

15  action  under  this  section  at  any  time  up  to  and  including  6 

16  years  after  the  latest  date  that  the  Secretary  discovers  any 

17  use  of  project  assets  and  income  in  violation  of  the  regulatory 

18  agreement  or  any  applicable  regulation. 

19  (f)  The  remedy  provided  by  this  section  is  in  addition  to 

20  any  other  remedies  available  to  the  Secretary  or  the  United 

21  States. 

22  Part  B — Otheb  Pboobams 

23  beseabch  authobization 

24  Sec.  311.  The  second  sentence  of  section  501  of  the 

25  Housing  and  Urban  Development  Act  of  1970  is  amended  by 
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1  striking  out  ''and  such  sums  as  may  be  necessary  for  fiscal 

2  year  1985''  and  inserting  in  lieu  thereof  the  following:  ''not 

3  to  exceed  $16,900,000  for  fiscal  year  1985,  not  to  exceed 

4  $18,900,000  for  fiscal  year  1986,  and  such  sums  as  may  be 

5  necessary  for  fiscal  year  1987''. 

6  FAIB  HOUSING  XNrriATIVBS  PBOOBAM 

7  Sec.  312.  (a)  The  Secretary  of  Housmg  and  Urban  De- 

8  velopment  (hereafter  referred  to  in  this  section  as  the  "Secre- 

9  tary")  is  authorized  to  make  grants  to,  or  to  enter  into  oon- 

10  tracts  or  cooperative  agreements  with,  State  or  local  govern- 

11  ments  or  their  agencies,  public  or  private  nonprofit  organiza- 

12  tions  or  institutions,  or  other  public  or  private  entities  that 

13  are  formulating  or  carrying  out  programs  to  prevent  or  elimi- 

14  nate  discriminatory  housing  practices,  to  develop,  implement, 

15  carry  out,  or  coordinate — 

16  (1)  programs  or  activities  designed  to  obtain  en- 

17  forcement  of  the  rights  granted  by  Title  VIQ  of  Public 

18  Law  90-284,  as  amended  (hereafter  referred  to  in  this 

19  section  as  "Title  YIII"),  or  by  State  or  local  laws  that 

20  provide  rights  and  remedies  for  alleged  discriminatory 

21  housing  practices  that  are  substantially  equivalent  to 

22  the    rights    and    remedies    provided    in    Title    Vlil, 

23  through  such  appropriate  judicial  or  administrative  pro- 

24  ceedings  Qncluding  informal  methods  of  conference, 

25  conciliation,  and  persuasion)  as  are  available  therefor; 

26  and 


Digitized  by  VjOOQ IC 


2560 


53 

1  (2)  education  and  outreach  programs  designed  to 

2  inform  the  public  concerning  rights  and  obligations 

3  under  the  laws  referred  to  in  paragraph  (1). 

4  (b)  There  are  authorized  to  be  appropriated  for  the  pur- 

5  poses  of  this  section  and  for  necessary  expenses  of  the  Secre- 

6  tary  in  carrying  out  such  purposes,  including  program  evalua^ 

7  tions,  an  amount  not  to  exceed  $10,000,000  for  each  of  the 

8  fiscal  years  1986  and  1987.  Any  amounts  appropriated  under 

9  this  section  shall  remain  available  through  the  end  of  the 

10  fiscal  year  after  the  fiscal  year  for  which  they  were  originally 

11  made  available. 

12  REPEAL  OF  LEGISLATIVE  REVIEW  BEQUIBEBCENT8  APPU- 

13  GABLE     TO     THE     DEPABTBCENT     OF     HOUSING     AND 

14  UBBAN  DEVELOPli^NT  BEGULATI0N8 

15  Seg.  313.  (a)  Section  7(o)  of  the  Department  of  Housing 

16  and  Urban  Development  Act  is  hereby  repealed. 

17  (b)  Section  506(e)  of  the  Solar  Energy  and  Energy  Con- 

18  servation  Bank  Act  is  amended  by  striking  out  ",  subject  to 

19  the  provisions  of  section  7(o)  of  the  Department  of  Housing 

20  and  Urban  Development  Act  (42  U.S.C.  3535(o)),". 

21  BiANUFAGTUBED  HOBfES  FEES  " 

22  Seg.  314.  Section  620  of  the  National  Manufactured 

23  Housing  Construction  and  Safety  Standards  Act  of  1974  is 
2|4  amended  by  striking  out  the  heading  and  all  that  follows  and 
25  inserting  in  lieu  thereof  the  following: 
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1  "fees 

2  "Sec.  620.  The  Secretary  may  establish  and  fanpose  on 

3  manufactured  home  manufacturers,  distributors,  and  dealers 

4  such  reasonable  fees  as  may  be  necessary  to  offset  the  costs 

5  (including  the  costs  of  contractors  and  State  agencies)  of  car- 

6  rying  out  the  Secretary's  responsibilities  under  this  title.". 

7  deletion  of  maximum  fee  fob  intebstate  land 

8  sales  begi8tbati0n 

9  Sec.  315.  Section  1405(b)  of  the  Interstate  Land  Sales 

10  Full  Disclosure  Act  is  amended  by  striking  out  "a  fee,  not  in 

11  excess  of  $1,000,"  and  inserting  in  lieu  thereof  "a  reasonable 

12  fee,". 

13  TECHNICAL  ABiENDBCENTS  TO  THE  SOLAB  ENEBGT  AND 

14  ENEBOT  CONSEBVATION  BANK  ACT 

15  Sec.  316.  (a)  Section  520(bK4KA)  of  the  Solar  Energy 

16  and  Energy  Conservation  Bank  Act  is  amended  by  striking 

17  out  "12"  and  inserting  in  lieu  thereof  "10". 

18  (b)    Sections   506(0(1),    509(bK2)(E),    515(bKlKAKiii), 

19  515(bKl)(B),  515(bKlKC)(ii),  515(bKl)(D),  and  515(bX2)  of 

20  such  Act  are  amended  by  striking  out  "38"  and  "44C" 

21  wherever  they  appear  and  inserting  in  lieu  thereof  "23"  and 

22  "38",  respectively. 
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1  TITLE  IV— RENTAL  REHABILITATION  AND 

2  DEVELOPBIENT  GRANTS 

3  RENTAL  REHABILITATION  AND  HOUSINO  DEVELOPBCENT 

4  OBANT  PBOOBAM8 

5  Sec.  401.  (a)  The  section  heading  of  section  17  of  the 

6  United  States  Housing  Act  of  1937  is  amended  to  read  as 

7  foUows:  "bental  behabilitation  obants''. 

8  (b)  Section  17(a)  of  such  Act  is  amended  by — 

9  (1)  striking  out  paragraph  (1)  and  inserting  in  lieu 

10  thereof  the  following: 

11  "(1)  Rehabilitation  gbants. — The  Secretary  is  au- 

12  thorized  to  make  rental  rehabilitation  grants  to  help  support 

13  the  rehabilitation  of  privately  owned  real  property  to  be  used 

14  for  primarily  residential  rental  purposes  in  accordance  with 

15  the  provisions  of  this  section.";  and 

16  (2)  striking  out  paragraph  (3). 

17  (c)  Section  17(bKl)  of  such  Act  is  amended  to  read  as 

18  follows: 

19  "(1)  FoBBiULA  ALLOCATION. — Of  the  amount  available 

20  in  any  fiscal  year  for  rehabilitation  grants  under  this  section, 

21  the  Secretary  shall  allocate  amounts  to  cities  having  popula- 

22  tions  of  50»000  or  more,  urban  counties,  and  States  for  use  as 

23  provided  in  subsection  (d),  on  the  basis  of  a  formula  which 

24  shall  be  contained  in  a  regulation.  This  formul^  shall  take 

25  into 'account  objectively  meaisiu'able  conditions  in  such  juris- 
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7  are  aeBlei  br  BbtUa^  Mt  ^idk8HU«  to)"  inmIi  phm  il 

9  MIlK«kncimcavln«fmtiMl7|c»«rsMi^ 

10  uMBiod  to  real  as  idbvs:  ^'KmrAi.  SnuuHUTATfCDi 

11  GmAivn.'*. 

12  COSeetw^l7(<^2)(CK(EK(FXai(0)Q(wliActuii 

13  9ectiool7(e)Q(aii(^Act,m8redes«BatodbysQbM«l^ 

14  dus  aeetMMi,  ire  uMBiod  by  stifldof  out  "'stmcture'"  urii 

15  ''sinictiires''  eadi  place  Uiej  appear  and  inseriiiif  in  Sea 

16  thereof ''proKM^'' and '^jecls^respeelr^ 

17  igi  Seetkm  17  of  such  Ad  is  amended  by  striking  out 

18  subsections  (d)  and  Q)  and  redesignating  the  remaining  sub* 

19  sections  accordingly. 

20  (h)  Secticm  17(d)  of  such  Act,  as  redesignated  by  subseo* 

21  tion  if^  of  this  section,  is  amended  by — 

22  (1)  striking  out  in  the  second  sentence  *\  but 

23  may"  and  all  that  follows  through  the  end  of  that  sen- 

24  tence  and  inserting  in  lieu  thereof  a  period;  and 
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1  (2)  striking  out  jMuragraph  (3)  and  redesignating 

2  paragraph  (4)  as  paragraph  (3). 

3  O  Section  17(hKl)  of  such  Act,  as  redesignated  by  sub- 

4  section  (^  of  this  section,  is  amended  by  striking  out  "or 

5  development"  each  place  it  appears. 

6  Q)  Section  170)  of  such  Act,  as  redesignated  by  subsec- 

7  tion  (g)  of  this  section,  is  amended  by — 

8  (1)  striking  out  paragraphs  (1)  and  (2)  and  redes- 

9  ignating  the  remaimng  paragraphs  accordingly; 

10  (2)  striking  out  paragraph  (3),  as  redesignated  by 

11  paragraph  (1)  of  this  subsection,  and  inserting  in  lieu 

12  thereof  the  following: 

13  "(3)  The  term  'grantee'  means-^ 

14  ''(A)  any  city  or  urban  county  receiving  re- 

15  sources  under  subsection  (b); 

16  "(B)  any  State  administering  a  rental  reha- 

17  bilitation    program,    as    provided    in    subsection 

18  (dKD;  and 

19  "(C)  any  unit  of  general  local  government 

20  that  receives  assistance  from  the  Secretary,  as 

21  provided  m  subsection  (dK2);'';  and 

22  (3)  striking  out  paragraph  (5),  as  redesignated  by 

23  paragraph  (1)  of  this  subsection,  and  inserting  in  lieu 

24  thereof  the  following: 
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1  "(5)  the  term  'unit  of  general  local  government' 

2  means  any  city,  county,  town,  township,  parish,  vil- 

3  lage,  or  other  general  purpose  political  subdivision  of  a 

4  State.". 

5  (k)  Section  17(])  (1)  and  (2)  of  such  Act,  as  redesignated 

6  by  subsection  (g)  of  this  section,  is  amended  by  striking  out 

7  "subsection  (eXl)"  each  place  it  appears  and  inserting  in  lieu 

8  thereof  "subsection  (d)(1)". 

9  OKI)  On  or  after  the  effective  date  of  this  section,  no 

10  housing  development  grant  may  be  made  under  section  17  of 

11  such  Act,  except  pursuant  to  a  reservation  of  funds  made  by 

12  the  Secretary  of  Housing  and  Urban  Development  before 

13  that  date. 

14  (2)  Any  housing  development  grant  made  under  section 

15  17,  as  it  existed  immediately  before  the  effective  date  of  this 

16  section,  shall  continue  to  be  governed  by  the  provisions  of 

17  such  section  17. 

18  (3)  Any  amounts  that,  in  the  absence  of  this  section, 

19  would  have  been  available  for  reservation  for  housing  devel- 

20  opment  grants  under  section  17  of  such  Act  on  or  after  the 

21  effective  date  of  this  section  shall  be  rescinded. 

22  (m)  This  section  shall  become  effective  on  the  later  of 

23  October  1,  1985  or  the  date  of  enactment  of  this  Act. 
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1  AMENDMENTS  TO  THE  HOUSING  AND  COMMUNITT 

2  DEVELOPMENT  ACT  OF  1074 

3  Sec.  402.  (a)  Section  104(fX4)  (rf  the  Housmg  and  Com- 

4  munity  Development  Act  of  1974  is  amended  by  inserting 

5  after  "106(d)"  the  following:  "or  States  distributing  rental 

6  rehabilitation  resources  to  units  of  general  local  government 

7  as  provided  .in  section  17(dKl)(B)  of  the  United  States  Hous- 

8  ing  Act  of  1937". 

9  (b)  Section  106(dK3KA)  of  such  Act  is  amended  by  strik- 

10  ing  out  "section  17(eKl)"  and  inserting  in  lieu  thereof  "sec- 

11  tionl7(dKir. 

12  (c)  Section  107(d)  of  such  Act  is  amended  by — 

13  (1)  striking  out  in  paragraph  (1)  "and  no  assist- 

14  ance  may  be  made  available  under  section  17  of  the 

15  United  States  Housing  Act  of  1937  imless  the  grant- 

16  ee"  and  inserting  in  lieu  thereof  "imless  the  appli- 

17  cant";  and 

18  (2)  striking  out  "grantee  or"  before  "applicant"  in 

19  paragraph  (3). 

20  (d)  Section  817  of  such  Act  is  amended  by — 

21  (1)  inserting  "and"  after  "1966,";  and 

22  (2)  striking  out  ",  and  section  17  of  the  United 

23  States  Housmg  Act  of  1937". 
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1  CONFOBBONO  AMENDliENTS  TO  THE  NATIONAL  HOUSING 

2  ACT 

3  Sec.  403.  (a)  Sections  223(fX5)  and  244(h)  of  the  Na- 

4  tional  Housmg  Act  are  amended  by  striking  out  "or  devel- 

5  oped"  each  place  it  appears. 

6  (b)  Section  223(fX5KA)  of  such  Act  is  amended  by  strik- 

7  ing  out  "or  development''. 
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SBCTION-BY-SECTION  EXPLANATION  AND  JUSTIFICATION 
TITLE   I— CORMUNITY  AND  NEIGHBORHOOD  EEVELC»>MENT 

AUTHORIZATIONS--TITLE   I    OF  THE 
HOUSING  AND  CONMXJSITY  DEVELOPMENT  ACT  OF    1974 

Section    101   of    the  bill   would  provide    funding  authorizations 
for    fiscal   years    1986  and    1987   for   the  Commin  ity  Development 
Block  Grant    (CDBG)   Program  and    the  Secretary's  Discretionary  Fund 
(SDF). 

Subsection    (a)  would  amend    section    103  of    the   1974  Act    to 
provide   an   overall   title   I    authorization  of   $3.1248  billion   for 
fiscal    year    1986  and    such   stms    as  may  be  necessary  for    fiscal 
year    1987.      The   fiscal    year    1986  amount    is  a    10  percent    reduction 
from  the  amount   appropriated    for    fiscal   year    1985,    in   furtherance 
of    the  Administration's   objective  of    reducing   the  Budget   deficit 
by    reducing  Federal   outlays.      The  amount   authorized    for    fiscal 
year    1985  would  be   increased  by   $4  million   to    reflect    the  amount 
actually  appropriated    for   that    fiscal    year. 

Subsection    (b)   would  amend   section    107  of    the    1974  Act    to 
malce   up    to    $60.5  million   available   for   the  Secretary's 
Discretionary  Fund   from  amounts    authorized  under   section    103   for 
fiscal   year    1986  and    such   suns    as  may   be  necessary   for    fiscal 
year    1987.      The  amount    authorized   for    fiscal   year    1984  would  be 
changed    to    $66.2  million,   which  was    the  amount   set   aside    for    use 
in   that  year,    and    fiscal    year    1985  would  be   changed   to   $60.5 
million    reflecting   the  amount   actually   set   aside    for   that  year. 
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DEFINITIONS 

Revised  Definition  of 
Indian  Tribe  Eligibility 

Section  102(a)  would  amend  section  102(a)(13)  of  the  Housing 
and  Conmunity  Development  Act  of  1974 »  as  redesignated  by  section 
107(d)(1)(D)  of  the  bill,  to  revise  the  definition  of  Indian 
tribe  for  purposes  of  the  Conmunity  Development  Block  Grant 
(GDBQ)  Indian  program. 

The  proposal  is  needed  to  clarify  that  the  Department  will 
only  make  block  grant  funds  available  to  Indian  tribes,  bands, 
nations  or  Alaskan  Native  Villages  recognised  by  the  Secretary  of 
the  Interior  as  eligible  for  services  because  of  their  status  as 
Indian  tribes  or  Alaskan  Native  Villages,  provided  that  all  or 
part  of  the  land  of  such  tribe  or  village  is  held  in  restricted 
or  trust  status  by  the  United  States. 

At  present,  section  I02(a)(17)  defines  "Indian  tribe"  in 
part  as  any  "Indian  tribe  .  •  •  which  is  considered  an  eligible 
recipient  under  the  Indian  Self-Determi nation  and  Education 
Assistance  Act  .  .  .  ."  Under  this  definition,  tribal 
organisations  as  well  as  tribes  are  eligible.  The  amendnent  will 
assure  that  all  eligible  recipients  will  have  the  full 
governmental  powers  necessary  to  carry  out  a  GDBQ  program. 

The  proposed  definition  of  Indian  tribes  reflects  the 
A<tainistration*s  efforts  to  establish  a  more  uniform  and 
equitable  policy  for  Indians.   It  emphasises  the  historical 
goverment-to-governroent  relationship  between  the  Federal 
goverment  and  Federally-recognised  Indian  tribes  and  limits  CDBQ 
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atsittanee  to  such  tribes.  For  those  not  meeting  the  definition. 

State  end  local  programs,  including  those  funded  by  CDBQ,  are  the 

appropriate  sources  of  assistance.  Use  of  the  Federal 

recognition  criteria  also  assures  that  the  process  and  standards 

established  under  laws  passed  by  Congress  are  applied  in  a 

consistent  manner  to  determine  eligibility. 

Modify  the  Definition  of  Low-  and 
Moderate- Income  Persons — State's  Program 

Subsection  (b)  would  modify  section  102(a)(16)(A)  of  the 
1974  Act,  as  redesignated  by  section  107(d)(1)(D)  of  the  bill,  to 
provide  that  in  the  State's  program,  low-  and  moderate- income 
persons  in  nonroetropol itan  areas  be  based  on  the  median  for  the 
entire  nonmetropolitan  area  of  the  State,  instead  of  the  area 
used  for  Section  8.  The  section  8  definition  is  based  on  the 
higher  of  80  percent  of  the  median  income  on  a  county-by-eounty 
basis  for  nonmetropolitan  areas  or  80  percent  of  the  nationwide 
median  income  of  renters,  currently  $12,950,  with  adjustments  for 
family  sise  and  unusually  high  or  low  family  incomes.  For 
metropolitan  areas,  the  section  8  definition  based  on  the  median 
income  for  the  metropolitan  area  would  continue  to  be  used. 

Under  the  CDBQ  program,  grantees  (entitlement  localities  and 
States)  must  use  at  least  51  percent  of  their  funds  to 
principally  benefit  low-  and  moderate- income  persons  over  a 
period  of  up  to  three  years.  Grantees  may  only  use  funds  to 
benefit  persons  of  low  and  moderate  income,  to  eliminate  or 
prevent  slums  or  blight  or  to  meet  urgent  coniminlty  development 
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needs.      Hie  definition  proposed   to  be  ehnn^ed    is   nsed   in  pert   to 
deternine  eomplianee  with   these   requirements. 

The  eounty-by-eonnty  basis   for  noonetropoli tan  areas  HMkes 
it  more  difficult    to  eoaeentrate   funding  within   relatively  poor 
counties,    sinee  only  about  40  percent  of    those  within  a  county 
are  at    or  below  80  percent   of   the  county  median  income,   and  thus 
would  be   low-  and  moderate- income  persons.     Activities  to  aid    in 
the  elimination  of   slow  and  blifht    or    to  meet  argent  needs  would 
also  qualify,    but   do  not  count   towards   the  SI   percent   low-  and 
mode  ra  te- i  neome  benefit    statement    requirement.      By  using  the 
statewide  median,  more   residents   in  a  relatively  poorer, 
nonnetropolitan  county  would  be  considered   to  be  of   low-  and 
mod  crate- income   for  purposes  of  meeting   the  SI   percent 
requirement.      In  contrast,   defining  low-  and  mode  ra  te- i  neome  on  a 
county- by-county  basis    results   in  benefiting  relatively  affluent 
individuals,   sinee   funds  may  be  counted   towards  meeting  the   low- 
and  moderate- income  benefit   test    for  about   40  percent  of  each 
county's  population,    regardless  of   the   respective  wealth  or 
poverty  in  the  county  vis-a-vis    other  counties. 

Using  00  percent  of  median  for   the  entire   nonnetropolitan 
area  of    the  State  as   the  cut-off   for   defining  low-  and  moderate- 
i  neome  persons  for   the   nonnetropolitan  area  would  permit   funding 
to  be  more   easily  concentrated    in   counties  with  about  40  percent 
of   the  State's   neediest  persons    living   in   nonnetropolitan 
areas.     Using  a  statewide  median  would  also  make   it    easier   for 
the  poorer  counties    receiving  funds  from  a  State   to   fund 
activities  designed   to  serve  an  area  generally. 
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STATEMENT  OP  ACTIVITIES  AND  REVIEW 

Modify  Information  Required  in 
Statement  of  Activities 

Section  103(a)  would  amend  section  104(a)(1)  of  the  Housini^ 
and  Community  Development  Act  of  1974  by  deletin^^  the  last 
sentence  which  requires  that  the  |^rantee*s  statement  of 
activities  contain  a  description  of  the  |^rantee*s  past  use  of 
funds  and  an  assessment  of  the  relationship  of  such  use  to 
(1)  conmunity  development  objectives  identified  by  the  (grantee  in 
the  previous  year's  statement  of  activities,  and  (2)  the 
provisions  of  section  104(b)(3)  relating^  to  the  (grantee's 
certification  relating  to  projected  use  of  funds. 

As  currently  in  effeet»  the  provisions  of  section  104(a)(1) 
that  would  be  deleted  duplicate  requirements  imposed  upon 
grantees  by  section  104(d)  of  the  Act.  Section  104(d)  requires  a 
grantee  to  submit  to  the  Secretary  an  annual  performance  and 
evaluation  report  concerning  activities  carried  out  by  the 
grantee  pursuant  to  Title  I  of  the  1074  Act,  and  an  assessment  of 
the  relationship  of  those  activities  to  the  objectives  of  Title  I 
and  the  needs  and  objectives  identified  by  the  grantee  in  the 
stat«nent  It  submitted  under  section  104(a)  and  to  the 
requirements  of  section  104(b)(3).  The  annual  performance  and 
evaluation  report  under  section  104(d)  must  be  made  available  to 
citisens  in  their  Jurisdictions  for  review  and  conment  before  the 
grantee  submits  the  report  to  HUD.  The  report  must  contain  the 
information  called  for  in  the  statement  of  activities  under 
section  104(a)(1)  and,  also,  more  specific  and  detailed 
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InforoMitiofi  desllfiK  with  such  utt«rs  at  prograinnatie 

aeeompIUImcnts  and  the  extent    to  which   funds  were  used   to 

benefit    low-  and  moderate- 1 ne one  peraons.     The  amendment  would, 

therefore,    reduee  unnecessary  coats  and  paperwork  burdens  for   the 

f  rantee. 

Simplifying  Planning 
Requirements — State's  Program 

Subsection   (b)  would  amend   the  planning  requirements  under 
section   104(b)(4)  of   the   1974  Act  by  exempting  SUtes  from  the 
requirement   that   a  grantee  certify   that   it   has  developed  a 
eonmunity  develoiment  plan,   covering  a  period  up   to  three  years, 
that    identifies  eonmunity  development  and  housing  needs  and 
specifies  short-  and  long-term  eonmunity  develoiment  objectives 
developed    in  accordance  with   the  primary  objective  and 
requirements  of  Title  I. 

States,   unlike  metropolitan  cities  and  urban  counties, 
undertake   no  eonmunity  develoiment    activities;    thus,  a  eonmunity 
development  plan  has   little  practical  application.     The 
distinction  in  functions  between  States  and  entitlement  grantees 
is   reflected    in  the  section   104(a)(1)   requirement  relating   to   the 
statement  of  projected  use  of   funds   that   each  grantee  must 
file.      In  the  ease  of  States,   the  statement  consists  of   the 
method  by  which   the  State  will   distribute   funds    to  units  of 
general    local   government   in  nonentit Isment  areas.      (The  method  of 
distribution  must  be  developed  by   the  State   in  consultation  with 
the  units  of  general    local   government,   and   the  units  of  general 
local   goverrancnt,    in  turn,  must   identify   their  housing  and 
eonmunity  develoiment  needs — a  process  similar  to   that   required 
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of  states  by  seetion  104(b)(4).  8«e  ieetlons  10e(d)(2)(C)  and 
(D)).   In  the  ease  of  metropolitan  el  ties  and  urban  eouhties, 
their  itat«nent  of  projected  use  of  fundi  eontitts  of  proposed 
eonmunity  development  aetivities  tinee'they  carry  out  the 
activities  directly. 

Moreover,  it  is  logrieal  to  asturoe  that  States  do,  in  fact, 
take  into  account  their  short-  and  long-term  eomnmnity 
development  and  housing  needs  when  preparing  the  section 
104(a)(1)  final  statement.  The  final  statement  is  subject  to 
more  public  scrutiny  than  any  other  phase  of  the  Conmunity 
Development  Block  Grant  application  processing,  and  must  reflect 
public  and  local  concerns.  HOD  experience  indicates  that  the 
final  statement  ordinarily  describes  the  State's  long-term 
objectives,  and  that  short-term  priorities  are  reflected  in  the 
method  of  distribution  of  funds  developed  by  the  State  in 
consultation  with  local  officials. 

Accordingly,  the  State's'  final  statement  and  its  method  of 
distribution  of  funds  represent  the  State's  strategy  and  provide 
sufficient  basis  for  States  to  allocate  resources. 

The  proposal  would  reduce  unnecessary  red  tape  and  burdens 
on  States,  by  simplifying  the  planning  process. 
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Repeal  of  Housing 
Attistanee  Plan  Requirement 

Subseetion    (e)(1)  nould  amend   the  Housing  and  Comnunity 
Develoiment  Aet  of   1974"  by   repealing  section   104(e)  whieh 
requires,   as  a  condition   for   receiving  a  grant,   that  an 
«ititlsroent  grantee   (metropolitan  city  or  urban  county)  certify 
that   it    Is   folleering  a  current  housing  assistance  plan   (HAP)   that 
has  been  approved  by  the  Secretary.      Subsection   (c)(4)  would 
SBsend   section   104(b)   of   the  1974  Act   to  substitute   for   the  HAP 
certification  a  certification  by  the  entitlement  grantee  that   it 
will   cooperate   in  the  provision  of  assisted  housing  opportunities 
salted  to  the  needs  of  persons  of  low  and  moderate  Income  who 
reside   in  the  comnunity  or  who  are   expected  to  reside   in  the 
eoamunity  as  a  result  of  current   or  planned  employment.     The   1974 
Aet  defines  persons  of   low  and  moderate   Income  as   fsroilies  and 
Individnals  whose  incomes  do  not  exceed  80  percent  of  the  median 
Income  for  the  area    involved,   as  determined  by  HDD.      Subsections 
(e)(2),    (S),    (5)   and  (6)  would  make  appropriate  conforming 
elianges  elsewhere    In  Title  I   of   the  1974  Act. 

Currently,   section   104(c)    requires   that    entitlement  grantees 
develop  a  detailed  and  comprehensive  HAP  which  (1)   surveys   the 
condition  of  existing  housing  stock  and  assesses   the  housing 
assistance  needs  of   lower   income  persons;    (2)   specifies  a 
realistic  annual   goal   for   the   nurnber  of  dwelling  units   or   lower 
income  persons   to  be  assisted;   and    (3)   Indicates   the  general 
locations  of  proposed  housing  for   lower  Income  persons   in   order 
to  further  revitali sation  of   the  community,   promote  greater 
choice  of  housing  opportunities  and   avoid  undue  concentrations  of 
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assisted   persons    in  areas  with  a  hig^h  proportion  of    low-inecme 
persons,   aiid  assure  the   aYailability  of  public   facilities  and 
services   adequate   to   serve  the  proposed  housingr  projects. 

In  earlier  years,    the  cost   in  dollars   and  time  of  developing 
a  HAP  could  be   Justified,    since   it   permitted   grantees   to 
influence  the  type  and   location  of   federally  assisted  housing 
within   the  comnunity.      The  HAP  also   enabled  HUD  to   coordinate   the 
assistance    it  provided  under   the  CDBG  and  housing  programs.      The 
realignment   of  Federal   housing  assistance,    away   from  expensive 
new  construction  and  substantial    rehabilitation   to  the  use  of 
existing  housing   through  the  Housing  Voucher  program,   has  greatly 
reduced   the   need   for    the  HAP  process. 

Vfhile  the  HAP  requirement  would  be  repealed,    the  Department 
believes   that    entitlement  grantees   should  be   required   to  certify 
that   they  will   cooperate    in  providing  housing  opportunities 
suited   to   the   needs   of   their   low-  and  mode ra te- i  neome   residents 
and    those  expected    to   reside   in   the  community  due  to   current  or 
planned  employment.      This   new  certification  would  be  consistent 
with    the  CDBG  program's  historical    emphasis    on  principally 
benefitting  low-   and  modera  te-i  neome  persons.      It    is  appropriate 
that  where   entitlement  cities   and   counties   oppose  efforts    to 
provide  housing  for    low-   and  modera  te-i  neome  persons,    the 
Department   have  the  authority   to    condition   their  CDBG  grants. 
The   new  certification  would  be   the  basis   for    the  Department    to 
sanction   an  entitlement  grantee  where    it    engages    in   systematic  or 
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otherwise  apparent  actions   to  diseoursge,   preclude,   or   subvert 
efforts   to  provide  housing  opportunities  suited  to  the  needs  of 
low-  end  moderate- income  persons. 

Subsection   (c)(7)  would  amend   section  8(c)(1)  of  the  United 
States  Housing  Act  of   1937   to   delete   the  provision  that   the 
BMzimum  monthly   rent  may  exceed  the  fair  marlcet   rent  by  more  than 
IS  percent  but   not  more   than  20  percent  where  the  Secretary 
determines   that  such  higher   rent    is  necessary   to  implementation 
of  a   local  HAP.     The  Secretary  could  continue  to  permit   such 
higher   rent  where  the  Secretary  determines  that  special 
eireumstances  warrant  a  higher  nmzimiin  rent. 

Subsection   (c)(8)  would  mnend  section   18(b)(1)  of  the  1937 
Act   to  ondify  the  provision  for   local  governnent  review  of 
certain  applications  involving  the  demolition  or  disposition  of 
public  housing.     Current  law  requires  the  applications  to  contain 
a  certification  by  appropriate  local  governnent  officials  that 
the  proposed  activity  Is  consistent  with  any  applicable  HAP. 
Since  HAPs  would  no  longer  be  required,   the  proposal  would 
require   the  application  to  contain  evidence  that  the  chief 
executive  officer  of  the  unit  of  general   local  government  had  the 
opportunity  to   review  and  comment  on  the  application.     This  would 
assure  local  government  participation  in  plans   to  demolish  or 
dispose  of  public  housing  units,   and    is  consistent  with   the 
approach  proposed   In  section  225  of   this   bill   for   local 
government  participation   in  the  Secretary's  decision  to  approve 
housing  assistanee  applications  under   section  213  of   the   1974 
Act.     Subsection    (c)(8)  would  also    limit    the  local   government 
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review  and  comment   requirement   to  epplieetions   involvini^  at   least 

20  units    or    10  percent  of   the  PHA*8    total    nimber  of  public 

housings  units,  whichever   is    less.     This    threshold   is    intended   to 

relieve  PHAs  of   the  burden  of  complying  with  the  public 

participation   requirement   for   applications   involving  a  relatively 

small    number  of  units.     The   requirement   in  current    law  for   the 

?HA  to   consult  with   tenants  and    tenant  councils    in  developing   the 

application  would  not  change. 

Delete   the  Limitation  Against    Imposing  Assessments   to  Recover 
the  Cost   of  CDBG-Ass  isted  Public  Improvements 

Subsection    (c)(4)  would  also   delete  the  requirement  in 
section   104(b)(5)  of   the   1974  Act   that    entitlement  grantees  certify 
that   they  will   not  attempt   to   recover  the  capital   costs  of  CIBG- 
assisted  public   improvements  by  assessing  amounts   against  properties 
owned  by  low-  and  moderate- income  persons,   unless   (1)  CIBG  funds  are 
used   to  pay   the  proportion  of   the  assessment   that    relates   to  the 
improvements*   costs   that  are   financed   from  other  sources  or 
(2)   for  purposes  of  making  assessments   against   low-  and  moderate- 
income  properties,   the  grantee  certifies   that   it    lacks   sufficient 
CDBG  funds    to  meet   the   requirements  of   (1),   above.      Subsection    (d) 
would  delete  section    106(d)(5)(D)  of   the  1974  Act,  which   imposes 
a  similar    requirement   on  State  program  recipients. 

The  A(kninistration   has   found   that   implementation  and 
enforcement  of   these  provisions    is  overly  cunbersome  and   limits 
the  flexibility  of  CDBG  grantees.      Further,    the  Ackninlstratlon 
believes   that    the  provision  may  provide  a  disincentive  for  CDBG 
grantees   to  make  public   improvements   in  those  neighborhoods   that 
most   need  the   Improvements. 
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ALLOCATION  AND  DrSTRIBUTION  OF  FUNDS 

Altering  the  CD^  Distribution  Between  Entitlement  end 
Nonentitlement  Areas 

Section  104(e)  would  emend  sections  106(e)  end  (d)  of  the 
Housing  end  Comminity  Development  Act  of  1974  to  provide  thet  of 
the  emounts  epproprieted  for  Coranunity  Development  Block  Grents, 
•0  percent  shell  be  elloeeted  to  metropolitan  cities  end  urban 
counties  under  the  entitlement  progrem  and  40  percent  of  the 
States  under  the  State's  progrem.  The  current  statute  provides 
for  a  70/30  distribution.  The  allocation  adjustment  reflects 
termination  of  funding  for  certain  Department  of  Agriculture 
coonunity  development  progrems.  The  proposed  termination  of 
these  progrems  would  otherwise  result  in  nonrural  areas  receiving 
a  disproportionate  share  of  Federal  funding  for  coninunity 
development  activities.  This  emendment,  by  providing  for  e  00/40 
split  between  entitlement  and  nonentitlement  reclpientSt 
respectively,  approximates  and  continues  the  current  distribution 
of  Federel  community  development  funds. 

Use  of  Reellocated  Entitlement  Funds 

Subsection  (b)  would  emend  section  106(c)(1)  of  the  1974  Act 
to  prevent  an  entitlement  grentee  whose  grent  is  reduced  under 
section  104(d)  or  111  from  receiving  not  only  e  shere  of  the 
emount  available  for  reallocation  beceuse  of  actions  against  it, 
•8  provided  under  current  lew,  but  also  from  receiving  any 
allocation  of  emounts  aveileble  be.ceuse  of  senctions  in  the  seme 
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flteal   year  taken  against    any  other  entitlement  grantee   In  the 
tame  metro  pol  I  tan  ttatittieal  area   (MSA). 

Current    law  requires   block  grant  entitlement  funds  which 
become  available  for   reallocation   to  be   reallocated   in  the  next 
year  to  other  metropolitan  cities  and   urban  counties   in   the  same 
M8A.     To   receive  amounts,   grantees  have   to  certify  that   they 
would  be  adversely  affected   by   the  loss   of   the  funds   from  the 
MSA.     No  grantee  may   receive  more  than   25  percent  of    Its    regular 
formula  grant.      Funds   for  which  no  grantee    in   the  MSA  qualifies 
are  added   to  the   funds   available  for  distribution   to  entitlement 
grantees   for   the  next  year*   and  distributed    in  accordance  with 
the  national   formula.     No  change   to  these  aspects  of  current   law 
are  proposed. 

This  amendment  would  stengthen  the  current  incentive  in  the 
statute  for  grantees  to  avoid  sanctions  under  section  104(d)  and 
111  by  providing  that  the  reduction  in  the  amount  of  their  grant 
due  to  these  sanctions  will  not  be  made  up,  in  whole  or  in  part, 
because  of  a  reallocation  of  amounts  available  due  to  sanctions 
against  other  grantees   In  the  same  MSA. 

Mandate  State  A(kninistration 

Subsection   (e)  would  amend   section   106(d)  of   the   1974  Act    to 
mandate  State  adtoiinistrat Ion  of   the  CIBG  State  program  beginning 
in   fiscal   year    1986.     Present    law  allows  States    to  asstme 
ateinistration  of   the  program.     Any  decision  to  adtoiinister   the 
program  for    fiscal   year    1985   or    later  years    is   irreversible.      If 
the  State    later  changes   its  mind   and  chooses   not   to   a(kninister 
the  program,   HDD  may   not  do   to  for    it.     HUD  is    required  to 
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eontinue  opera ting  the  program  for   a  State  until    it   opts   to  take 
over   administration. 

In  fiseal   year   1983,   only  four  States  eleeted  not   to 
administer   the  program.     For   fiseal   years   1984  and   198S,   only 
three  States  elected  not   to  ateinister   the  program.     The  small 
ninber  of  States  electing  not   to  administer  the  program  does   not 
justify   the  expense  of  maintaining  a  separate  Federal    structure 
of   rules,    requirements,    and  oversight.      If  a  State  does   not 
assume  responsibility  for   the  program,    those   funds  should  be 
reallocated  to  States   that  are  willing  to  do  so.     Since  the  vast 
majority  of  States  have  elected   to  ateinister   the  program 
themselves  and  since  States  have  been  given  adequate 
administrative  funds   to  ateinister   the  program  under   the  formula 
in  section   106(d)(S)(A),    there   is   no   reason  all   States  should  not 
be  required   to  adtoiinister   the  program. 

In  any  State  where  the  Secretary   is  administering  the 
program  for   fiseal   year   1985,   any  amounts  not  obligated  by 
January   1,    1986  would  be  turned  over   to  the  State   if    it  were 
participating  or   returned   to   the  United  States  Treasury   if    it 
were   not. 

Paragraph   (2)  would  delete   the  requirement   that   the  Secretary 
encourage  and  assist   national  associations  of  grantees   and  national 
associations   of   recipients   to  develop  and   reconmend   by  November   30, 
1984  uniform  administrative  procedures   for  such   entities.     Upon 
receipt  and   approval   of   these   reconmendations,    the  Secretary   is 
required   to   change  procedural    requirements   accordingly.     The 
deletion   is    intended  as  a  purely  technical   change.     The 
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Secretary  hat   received   reconmendations  and  plant  to   implement  the 
neeettary  changet  by  Septen^er   SO*    198S. 

Paragraph   (3)  would  clarify,   among  other  technical 
correetiont,    that   dittribut iont  by  SUtet  cannot  be  made  in  the 
form  of   loant   to  unitt  of  general    local   government. 

The  remaining  previa  iont  of  tubtection   (e)  would  make 

technical,   conforming  changet   to  a  number  of   1974  Act  provitiona, 

including  a  change  in  tubtection   (c)(S)   to  the  reallocation  rule 

that  appliet  where  aroountt  become  available  due  to  atei nit t rati ve 

act  iont  againtt  unitt  of  general   local   government   or  cloteoutt, 

to  provide  for  tuch  fundt   to  be  returned    to  Treatury  if   the  State 

in  irtiich  the  unit  of  general   local   government    it   located  doet   not 

receive  a  grant  for  that  year.     Having   reallocated   fundt   returned 

to  the  United  SUtet  Treatury  avoida   the  adminittrat ive  burden  of 

reallocating  and   traclcing  by  tource  year  the  tnMll  mnount  of 

fundt   that   the  Department  anticipatea  will  become  available 

through  adminittrat  ive  tanctiont   or  grant  cloteoutt.     Traclcing  by 

tource  year    it    required   to  comply  with   fund   lapte  proviaiont   in 

our  appropriationa  Acta. 

Delete  the  Requi  rement    to 
Have  the  Governor  Certify 

Subtection   (d)  would  amend   tectiont   106(d)(2)(C)   and   (D)  of 

the  1974  Act   to   eliminate   the  requirement   that   the  Governor  tign 

the  cert ifieat iont  for  Statet   running   the  State*t  program.     Under 

the  propoaal,    the  Governor,   or   anyone  authorized  by  the  Governor, 

could  tign  the  neeettary  doctmentt. 
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other  Title  1  eertif ieat ion  requirements  provide  simply  that 
the  grantee  execute  the  certification.   (See,  for  example, 
section  104(b).)  Since  section  106  specifically  mentions  the 
Governor,  the  provision  has  been  interpreted  as  requiring  the 
Governor  to  sign,  not  a  designee.  Requiring  the  Governor  to  sign 
is  adtoiiniatratively  cumbersome  and  unnecessary. 
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B9TITLEMBNT  TRilNSITION 
Introduction 

Section    105  would  amend    the  CDBG  program  under  the  Housing 
and  Comnunity  Development  Act  of   1974   to  provide  that  eonmunities 
lAich   lose  their   classification   as   either  a  metropolitan  city  or 
urban  county  for    fiscal   year    1986   or   thereafter  would  be  eligible 
to  receive  transition    funding  equal    to   full   entitlement  funding 
for   the   first  year   following  loss   of  designation  and  one-half  of 
full    funding  for   the  second   year.      This   provision  would  apply 
instead  of  any  other  grandfathering  mechanism.     Metropolitan 
cities    that    received    funding  for   fiscal   year   1985  as  a  result   of 
a  grandfathering  provision  would  be  eligible   to   receive 
transition    funding  equal    to  one-half  of   full   entitlement  funding 
for   one  year — fiscal   year    1986.     7*here  are  no  urban  counties 
receiving  funding  under  grandfathering  provisions   for   fiscal   year 
1985. 

During   the  second   year  of   transition   funding,   cities, 
counties,    and  the  units  of  general    local   government   included   in 
the  county  would  also  be  eligible  to   apply  for   funds  under  the 
State's  program  as    nonent  itled  units  of  general    local 
government.     Cities    losing   their   classification  as  metropolitan 
cities  for    fiscal   year    1986,  which  were  grandfathered   for   fiscal 
year   1985,  would  only  be  eligible  to   apply  for   funds  under  the 
State's  program  for    fiscal   year    1986. 

For  urban  counties    losing  designation,    the  proposal  would 
limit    transition   funding    to  those  whose  potential  maximum 
combined   population   drops   below  200,000    (a  condition   in  the 
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eurrtnt  f randfatherlng  provision)   and  whieh  ean  teeuro 
partielpatlon  in  both  yotrt  by  all  of   their  i  nclu<Se<S- units  of 
genoral    local   fovommont   that  are   not  eligible  to   receive 
entitlement  grants.     Counties  lAose  potential   combined  population 
drops  below  100,000  because  a  previously   included  area  attains 
metropolitan  city  classification  would  also  qualify  under   this 
provision. 

History 
In  each  year  si  nee   1976,   the  CZBQ  program  has  had  one  or 
more   statutory  provisions   In  effect  which  served   to  continue 
•itltlemmit  status  for  various  comnunltles  which  would  otherwise 
have  lost   this   status.     For   fiscal  year  1984,   approximately  $18 
■I  Hi  on  was  allocated  to  grantees   that,    in  the  absenee  of 
grandfathering,  would  have  lost   eligibility  for  entltlsment 
funding  because  of   the   1980  cmisus   or   changes  In  the  designation 
of  metropolitan  statistical  areas  or  of  central   cities.     The 
primary  Justification  for  these  provisions  has  been  that 
cemminities  are  unprepared   to  deal  with  the  loss  of   funding  upon 
which  they  had  come  to   rely  as   mit  it  lament  comnunities.     However, 
the  continued  grandfathering  of  disqualified  communities  has 
served  to   reduce   funding   to  both  existing  and  newly  qualifying 
connunities,   since  the  amount  of  CIBG  funds  available  for  the 
entitlement  program  does   not  expand  with  the   nisnber  of 
ccBHranitics  participating.     Hie  proposal  would  establish  a 
permanent   transition   funding  mechanism  that  would  provide  a  time- 
specific,   but  reasonable,   period   for  communities  to  adjust   from 
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entitlement  status   to   eompeting  for   funds   as   nonentitled 
entities. 

Major  Provis  ions 

Subsection    (e)(10)  would   add   two  new  pa  ragraphs   in  section 
106(b)  of   the  1974  Act.     Proposed   paragraph   (7)(B)  would  make  any 
city   (not   including  a   city  grandfathered   for   fiscal   year   1985) 
losing  its  classification  as   a  metropolitan  city  for   fiscal   year 
1986   or   thereafter   eligible   to   receive   full    entitlement   funding 
for  the  first   year  of    its   loss   of  classification  and  one-half 
funding  for   the  subsequent  year.      (Funding  levels   in  the  second 
year  would  be  computed   based  on  only  one-half  of   the  city's 
values   in  the  formulas  factors.)      In  the  city's   second  year  of 
eligibility  for   transition    funding,    it  would  also  be  eligible  to 
participate   in   the  State's   program.      If  a  city  chose   to 
participate  as  part  of  an  urban  county  in   the  first   year  of    its 
eligibility,    it  would  not    receive  transition   funding.     No  city 
receiving  transition   funding  in  the  first   year  could  Join  with  an 
urban  county   in    its    second  year  of  eligibility. 

Currently   the  last    sentence  of   section   102(d)  of    the  1974 
Act  permits  a  unit  of  general    local   government    to   Join  with  an 
urban  county  for  the  first   year  of    its   loss   of  designation 
regardless  of  lAere  the  urban  county    is   in    its   three  year 
qualifying  period.      Should  the  city  not  elect    to   take  advantage 
of   this  provision  for   the   first  year  of    its   loss  of  designation, 
the  Department  believes   it  would  be   inappropriate   to  permit    the 
eity,  lAere  the  urban  county    is   requalifying  for   the  second  year, 


Digitized  by  VjOOQIC 


2587 


to  Join  with  the  urtMin  eoantry  fiven  tho  provision's  purpose  of 
assisting  the  unit  of  general   loeal   government   to  adjust  to 
eompeting  for  funds  under  the  State's  program.     Of  eourse,    if  a 
eity   requalifl«d  as  a  metropolitan  city,    It  would  receive  funding 
as  an  entltlonent  entity  for  as   long  as   It  met  the  requirements 
for  designation  as  a  OMtropolitan  city. 

Proposed  paragraph  (8)  would  apply  equivalent  ryles  to  a 
eoynty  losing   its  classification  as  an  urban  county  for   fiscal 
year   1986  or  thereafter.     To  qualify,   the  county  must   not  only 
hanre  legal   authority   to  conduct  funded  activities  within   its 
unincorporated   territory  but  also  have  all   units  of  general   local 
government    (except  metropolitan  cities)  participating  In  the 
county.     While  the  agreement  the  county  would  sign  with  its 
participating  units  of  general   local  government  would  be  similar 
to  the  cooperation  agreement  required  of  an  eligible  urban  county 
under  section  10t(a)(6)(B)(li ),    it  would  cover  at   least  a  two- 
year  period,    Instead  of  at   least   the  three-year  period  required 
for  urban  counties.     The  county  would  be  eligible  to  receive  full 
funding  the  first  year  of   its  loss  of  classification  and  one-half 
funding  In  the  second  year.     Any  county   receiving  funding  under 
this   provision   (and  each  of   Its  participating  units  of  general 
local  government)  could  also  participate  In  the  State's  program 
In   Its  second  year  of  transition  eligibility  funding.     Of  course, 
if  a  county   requalifled  as  an  urban  county,    it  would  receive 
funding  as  an  entitlement  entity. 

Proposed  paragraph  (7) (A)  would  malce  metropolitan  cities, 
which  currently  receive  funding  for  fiscal  year  1985  under  a 
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graiMSfathering  provision,  eligible  for  one-half  funding  for  one 
more  "year  (1986).  These  cities  would  also  be  eligible  to 
participate  in  the  State's  program  for  fiscal  year  1986. 
However,  any  city  which  decides  to  participate  with  an  urban 
county  for  a  period  including  fiscal  year  1986  would  be 
ineligible  for  transition  funding  under  these  new  provisions. 

The  remaining  provision  of  the  proposal  would  amend  the  1974 
Act  to  make  it  possible  to  fund  transition  entities  under  section 
106(b),  as  described  above,  even  though  they  no  longer  qualify  as 
metropolitan  cities  or  urban  counties.  Specifically,  subsections 
(e)(3)  and  (7)  would  amend  the  allocation  formula  variables  in 
section  106(b)  of  the  1974  Act  to  permit  counting  the  values  for 
population,  extent  of  poverty,  extent  of  housing  overcrowding, 
extent  of  growth  lag,  and  age  of  housing  at  half  the  full  value 
for  transition  cities  which  received  funding  under  a 
grandfathering  provision  in  fiscal  year  1985  and  all  cities  and 
counties  eligible  to  receive  funding  in  the  second  year  as  a 
transition  city  or  county.  This  amen(knent  to  the  allocation 
values  results  in  funding  at  the  50  percent  level  in  fiscal  year 
1986  for  cities  which  received  grandfathered  funding  in  fiscal 
year  1985  and  for  newly  disqualified  cities  and  counties  in  the 
second  year  of  such  transition  funding. 

Subsection  (f)  would  amend  the  entitlement  reallocation 
provisions  to  require  that  any  amounts  allocated  to  a  transition 
city  or  county  under  section  106(b)  which  are  not  received  by  the 
city  or  county  for  a  fiscal  year  because  of  a  failure  to  meet 
program  requirements  or  as  a  result  of  sanctions  be  reallocated 
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to  metropolitan  eltlot  and  uriMiii  eountlot  only.     Due  to  the  short 
fundlBf  eyele  for  transition  entities,    it   is  administratively 
simpler  and  eost-effieient   to   include  only  metropolitan  eities 
and  urban  eountiet   in  the  reallocation  process. 

Subsection   (f)  would  amend  the  State's  allocation  variables 
to  include,   for  cities  or  counties   receiving  transition  funding, 
the  values   relating  to  population,   extent  of  poverty,   extent  of 
housing  overcroivding,   and  age  of  housing  at  half  the  full  value 
in  the  year  the  city  or   county  receives  one-half   funding  under 
section   106(b).     This  provision  does   not  shift   funding  from  the 
entitlement  program  to   the  State's  program.      It  merely  provides, 
in  determining  the  allocation  among  States  under  the  State's 
program,   for   the  inclusion  of  50  percent  of  the  values  for  these 
transition  entities  for  the  year  they  receive  one-half  funding. 
Since  these  conmunities  fmuld  be  eligible  to  compete  for  State 
funds,    this  provision  ensures   that   the  State  receive  additional 
funds  comnensurate  with  the  number  of  transition  conmunities   they 
may  have  competing. 
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MI^CBLL/ttlBODS  MID  TBCHmOOi  AMBNIMENTS 

Change  in  the  Bete  for  Admin itt ret ive  Expenses 
for   the  Small  Cities  Progrem 

Seetion   106(a)  would  amend   section   106(d)(3)(A)  of   the 

Rousing  and  Conmunity  Development  Act   of   1974  to  provide  that  a 

State  may  not  deduct   administrative  expenses  from  amounts 

received   for  distribution    in  nonentit lement  areas   in  excess  of 

the  sum  of  llOOyOOO   ($102,000  under   current   law)   plus   50  percent 

of  a  State's  administrative  expenses  above  $100,000.     Hie 

$102,000  base    is  apparently  a  typographical  error. 

Triennial  Report 

Subsection   (b)  would  amend  seetion   US  of   the  1974  Act   to 
provide  that   the  Secretary  furnish  an  annual   report  on  the  CDBQ 
program  not   later   than   180  days  after  the  close  of   fiscal  year 
1985  and  a  triennial   report   for  every  three-year  period 
thereafter.     The  current   statute  provides  for  the  submission  of 
an  annual   report.     Hie  fiscal   year  1985  annual   report  would  be 
the  last   one  covering   the  UDAO  program,  which    is  proposed  for 
repeal . 

An  annual   report   is   no   longer  warranted   since  the  CDBQ 
program   is   firmly  established  and  operates  smoothly,   and  the 
Department  anticipates  no  major  changes   in  the  way  grantees 
administer   the  funds.     Additionally,   the  administrative  costs 
associated  with   the  annual   report  would  be  reduced  by 
implementing  a   triennial    report. 
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mSGBLLANBOUS  RBPBALBR8 

Stetion  107  would  repeal  several  HUD  eonnunity  development 
and  related  authorities. 

*  Lump  Sum  Drawdowns 

Subseetion  (a)  would  repeal  section  104(f)  of  the  Housing 
and  Cesmunity  Development  Aet  of  1974.  Seetlon  104(f)  allows 
frantees  to  draw  down  in  a  lump  sum  up  to  the  entire  amount 
desifnated  in  their  proframs  for  rehabilitation  aetlvlties  before 
the  funds  are  actually  needed  to  finance  the  activities.  The 
funds  are  deposited  with  local  bankinf  Institutions  pending 
disbursement.  Any  interest  earned  on  these  accounts  Is 
considered  profraro  Income  and  must  be  spent  on  rehabilitation 
activities  la  accordance  with  program  fuldellnes. 

The  lump  sum  provision  for  rehabilitation  Is  unique  In  the 
Block  Grant  profram.  It  Is  the  only  provision  allowinf  for 
drawdown  of  funds  before  connltment.  While  use  of  the  deposited 
funds  must  begin  within  45  days,  and  substantial  disbursement 
begin  within  180  days  of  receipt,  the  fund  itself  can  be  used 
over  a  two-year  period  before  remaining  amounts  arc  returned  to 
the  recipient's  letter  of  credit.  A  recipient  may  extend  the 
lump  sum  agreement  beyond  the  two-year  period.  Actual  drawdown 
•mounts  for  fiscal  years  1978  through  1981  (the  latest  years  for 
which  estimates  are  available)  total  as  high  as  $300  to  $400 
nil lion. 

The  current  advance  drawdown  system  forces  the  Federal 
goverranent  to  borrow  funds  unnecessarily  at  high  rates  of 
interest  long  before  their  actual  need  and  conmitroent  to  eligible 
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projeets.  The  Intpeetor  General  issued  a  report  dated  May  11, 
1983*  which  eoncluded  thats 

We  did  find  .  .  .  that  the  Federal  Government  was 
incurring  substantial  costs  in  order  for  grantees  to 
earn  program  income  ....  The  total  benefits  from 
all  lump  sum  agreements  in  effect  nationwide  are 
estimated  to  be  approximately  $600,000  less  than  the 
costs  to  the  Federal  Government  for  providing  the  lump 
sum  drawdowns. 
The  most  frequently  cited  rationale  for  having  lump  sum  drawdowns 
is  that  they  are  necessary  to  achieve  private  participation 
usually  referred  to  as  leveraging.   It  was  initially  thought  that 
allowing  comnunities  to  draw  down  large  amounts  and  place  the 
funds  in  local  banking  institutions  would  encourage  those 
institutions  to  offer  more  loans  at  lower  interest  to  finance 
eligible  activities.  However,  there  are  about  200  programs 
throughout  the  country  involving  significant  private  lending 
institution  participation  without  lump  sum  agreements.  Since  the 
benefit  of  private  participation  can  be  achieved  without  resort 
to  lump  sum  agreements,  eliminating  this  feature  would 
potentially  save  the  Federal  government  millions  of  dollars  in 
interest.  Given  the  concern  with  the  current  budget  deficits, 
lump  sum  drawdowns  should  be  eliminated. 

No  revolving  loan  fund  could  be  established  or  extended  on 
or  after  the  effective  date  of  repeal  but  those  established 
before  repeal  would  continue  in  effect  until  expiration,  and 
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would  eontinue  to  bo  fovornod  by  the  provisions  of  toction  104(g) 
•s  they  existed  before  repeal. 

Diseretionary  Fund  Grants  for  New  Comnunit  les 

Subsection  (b)  would  repeal  section  107(b)(1)  of  the  1974 
Act  lAich  authorises  the  Secretary  to  make  grants  from  the 
diseretionary  fund  established  under  section  107  in  behalf  of  new 
eonmun i t i es •  Activity  under  the  various  new  conmunities 
authorities  is  phasing  out  and  there  is  no  longer  any  need  for 
authority  to  malce  grants  under  section  107(b)(1)  for  this 
purpose.  No  grant  could  be  made  on  or  after  the  effective  date 
of  repeal*  but  grants  made  before  repeal  would  eontinue  to  be 
governed  by  the  provisions  of  section  107(b)(1)  as  they  existed 
before  repeal. 

Loan  Guarantees 

Subsection  (c)  would  repeal  section  108  of  the  1974  Act. 
This  section  provides  for  guarantees  of  notes  and  other 
obligations  issued  by  units  of  general  local  government  or  by 
public  agencies  designated  by  such  units  for  financing  the 
acquisition  of  real  property  or  the  rehabilitation  of  real 
property  owned  by  the  unit  of  general  local  government. 

Termination  of  this  program  is  consistent  with 
Administration  policy  intended  to  reduce  the  pressure  that 
Federal  loans  and  loan  guarantees  place  on  the  Nation's  credit 
marlcets,  by  encouraging  recourse  to  individuals  and  private 
financial  institutions  as  the  primary  source  of  credit. 
Termination  of  this  program  is  further  indicated  by  its  low 
activity  level  (28  projects  in  fiscal  year  1984).  Activity 
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levels  have  been  low  enough  to  suggest  the  Oonmunity  Development 
Block- Grant  (CDBQ)  funds  could  be  used  Instead  of  section  108 
loan  guarantees  in  many  projects.  This  would  eliminate 
unnecessary  and  unintended  costs  to  the  Federal  government  and 
the  misallocation  of  the  Nation's  resources. 

No  guarantee  could  be  made  by  the  Secretary  under  section  108 
on  or  after  the  effective  date  of  repeal,  except  pursuant  to  a 
commitment  to  guarantee  made  before  the  repeal.  Any  guarantee 
made  under  section  108  would  continue  to  be  governed  by  the 
provisions  of  section  108  as  they  existed  before  repeal. 
Urban  Development  Action  Grants 

Subsection  (d)  would  repeal  the  Urban  Development  Action 
Grant  (UDAG)  program  by  amending  sections  107(d)  (Secretary's 
discretionary  fund)  and  repealing  sections  119  (UDAO)  and  121 
(historic  preservation)  of  the  1974  Act.  The  definitions  in 
sections  102(a)(13)-(16)  would  also  be  repealed  since  they  relate 
solely  to  the  UDAO  program.  The  repeal  is  contained  in 
subsections  (d)(l)|  conforming  changes  are  contained  in 
subsections  (d)(2)-(8). 

The  repeal  of  the  UDAO  program  is  part  of  the 
Administration's  overall  effort  to  reduce  the  budget  deficit  by 
eliminating  programs  for  local  economic  development.  This  effort 
would  result  in  nearly  $2  billion  in  savings  over  a  three-year 
period,  which  would  include  $359  million  in  UDAG  savings. 
Comnunities  will  continue  to  have  CDBG  funds  to  use  for  economic 
development  projects. 
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No  mMO  grants  would  be  made  after  the  grants  awarded    in  the 
last   funding   round  for   large  cities  and  urban  counties   in   fiscal 
year   1985.      The  decision   date    for   the  last    round   under 
24  CFR  570.460    is  September   30,    1985.     Grants  made  under   section 
119  would  continue  to  be  governed   by  sections   102(a),    107(d), 
119,  and   121  as   they  existed    imnediately  before  the  effective 
date  of   the  amendment. 

Any  amount   that,   absent   repeal,  would  have  been  available 
for  preliminary  approval  of  grants   on   or  after  October    1,    1985, 
would  be  rescinded. 

Section   235 (h)(2)( ii )  would  be  amended    to    indicate   that   the 
reference   to  units  also   funded  under   section   119  means   section 
119  as   it   existed  before   repeal. 

This  proposal  would  not  amend  section   103(b)(6)  of   the 
Internal  Revenue  Code,  which  allows  a  tax  exemption   in  connection 
with  bonds   on  "certain  small    issues"   even   if  such  bonds  would 
otherwise  be  disqualified  as   industrial   revenue  bonds.     This 
section  would  continue   to  apply   to  UDAG  projects  underway  and 
would  expire  on  December  31,    1988. 

Rehabilitation  Loans 

Subsection   (e)  would  repeal   the  Rehabi  li tation  Loan  program 
contained   in  section   312  of   the  Housing  Act   of   1964,  which 
authorises  direct   loans   to  property  owners  and   tenants   to   finance 
the   rehabilitation  of   residential  and  business  properties. 
Programs    such  as   section   312  which  combine  ongoing  subsidies  with 
loans  are  not  an  efficient  mechanism  of   providing  assistance  when 
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compared  to  program  which  split  the  subsidy  from  the  financing 
so  each  element  can  be  developed  on  a  independent  basis.  No  loan 
could  be  approved  under  section  312  on  or  after  the  effective 
date  of  repeal.  Any  loan  approved  under  section  312  would 
continue  to  be  governed  by  the  provisions  of  section  312  as  they 
existed  before  repeal. 

These  section  312  functions  are  eligible  for  funding  under  a 
number  of  existing  eligible  activities  in  the  Conmunity 
Development  Block  Grant  program.  For  example,  section  105(a)(4) 
includes  as  an  eligible  activity  the  rehabilitation  of  buildings 
and  improvements,  including  the  financing  of  public  or  private 
acquisition  of  privately-owned  properties  for  rehabilitation  and 
the  rehabilitation  of  those  properties.   Section  105(a)(14) 
provides  that  block  grants  may  be  used,  among  other  things,  to 
finance  the  rehabilitation  of  comnercial  or  industrial  buildings 
or  structures  and  other  comnercial  or  industrial  real  property 
improvements.  Finally,  section  105(a)(15)  allows  block  grants  to 
be  used  for  a  wide  range  of  rehabilitation  activities  undertaken 
by  neighborhood  nonprofit  groups,  local  development  corporations 
and  small  business  investment  companies.   In  light  of  this  CDBG 
existing  authority,  continuation  of  the  section  312  program  is  no 
longer  necessary  or  desirable. 

The  proposal  would  retain  provisions  of  section  312 
concerning  the  creation  and  uses  of  the  program's  revolving 
fund.  These  provisions  would  be  retained  to  ensure  that  funds 
for  servicing  and  liquidating  section  312  loan  contracts  would  be 
available  until  September  30,  1986  or  until  the  assets  and 
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liabilities  of   the   fund  are   transferred   to   the  Revolving  Fund 
(liquidating  programs),  whichever    is   earlier.     The  provision  also 
would  make  clear   that,   at   the   least,   the  monies    in   the  Revolving 
Fund   (liquidating  programs)   derived   from  the  section  312   loan 
fund  may  be  used   for   necessary  expenses    (including  the  use  of 
private  contractors)   for   servicing   (including  protection  of 
security)   and    liquidating  section   312   loans. 

Effective  Date 
This   section  would  become  effective  on   the   later  of 
October    1,    1985  or   the  date  of   enactment. 
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URBAN  HOMESTBADING 
Stetlon  108  of  the  bill  would  amtnd  stetion  810  oftht 
Housing  and  Comnunity  Development  Act  of  1974  to  provide  funding 
authorisations  for  fiscal  years  1986  and  1987  for  the  Urban 
Horoesteading  program  and  to  permit  States  and  units  of  general 
local  government  to  charge  consideration  for  properties 
transferred  to  prospective  homesteaders. 

Funding  Authorisation 
Subsection  (a)  would  authorise  $12  million  for  the  Urban 
Homesteading  program  for  each  of  fiscal  years  1986  and  1987. 

Authorise  Localities  to  Convey  Urban  Horoesteading  Properties 
for  Some  Consideration 

Subsection  (b)  would  amend  section  810  of  the  1974  Act  to 
permit  States  and  units  of  general  local  government  to  transfer 
properties  for  some  financial  consideration  to  homesteaders  whose 
Incomes  exceed  80  percent  of  the  median  income  for  the  area,  as 
determined  under  section  3(b)(2)  of  the  U.S.  Housing  Act  of 
1937.  Any  consideration  received  by  the  State  or  locality  would 
be  returned  to  the  Treasury  Department. 

Section  810  now  prohibits  States  and  localities  from 
charging  consideration  when  conveying  property  to  the  homesteader 
on  a  permanent  basis.  States  and  localities  are  not  allowed  to 
charge  more  than  nominal  consideration  for  conditional  conveyance 
of  the  property. 

This  proposal  would  permit  States  and  localities  that  are 
transferring  homestead  properties  to  charge  consideration  to  non- 
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lower  income  individuals  who  art  capable  of  paying  something  for 
the  property.  States  and  localities  could  charge  the  full  amount 
of  such  consideration  at  either  the  conditional  conveyance  or  fee 
simple  title  conveyance  stage  or  split  such  consideration  to  be 
paid  between  both  stages.   Permitting  States  and  localities  to 
charge  these  individuals  would  avoid  the  possibility  of  an 
individual  realizing  excessive  gain  from  the  homesteading 
program.  This  proposal  would  not  conflict  with  the  1983  Act's 
requirement  that  essentially  lower  income  prospective 
homesteaders  be  given  a  priority  in  the  award  of  homestead 
properties,   in  no  event  would  a  State  or  locality  be  permitted 
to  charge  an  individual  at  or  below  80  percent  of  area  median 
income  any  consideration  for  homestead  properties.  The  proposal 
would  merely  permit  a  State  or  locality  that  had  no  applicants 
meeting  the  priority,  or  whose  priority  applicants  refused 
available  properties,  to  charge  a  prospective  homesteader  who 
could  afford  it  something  for  the  property  rather  than  give  it 
away. 

While  requiring  all  funds  collected  to  be  returned  to  the 
Treasury  offers  no  incentive  for  States  or  localities  to  charge 
consideration,  permitting  States  or  localities  to  keep  any 
portion  of  such  proceeds  could  conflict  with  the  goal  of  giving  a 
priority  to  low-income  prospective  homesteaders  who  would  not  be 
able  to  contribute.  Rather  than  risk  giving  States  or  localities 
an  incentive  to  charge  consideration  even  where  not  appropriate, 
the  proposal  would  not  permit  States  or  localities  to  benefit 
financially  from  charging  consideration  and,  therefore,  would 
avoid  the  potential  weakening  of  the  "lower  income"  priority. 


Digitized  by  VjOOQIC 


2600 


EPFBCnVE  DATE 
Section   109  would  provide  that   the  amen^ents  made  by 
sections    101    through  106  would  apply  only  with  respect   to   funds 
available  for   fiscal   year   1986  and  thereafter. 
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TITLE   II    —   IDUSING  ASSISTANCE  PRCXRAMS 
PART  A  —   GENERAL 

ANNU^  OONiniBUTIONS  FOR  LONER  INCXME  HOUSING  PRDJBCTS 

Section   201(a)  would  amend  section  5(e)  of   the  U.S.  Housing 
Act   of    1937    to   authorize   $499,000,000  of  new  budget  authority  for 
the  assisted  housing  programs   funded  through  section  5(c). 
Because  the  focus  of  program  level   control   has   shifted  over  the 
past    several   years    to  the  amounts  of  budget   authority,  contract 
authority   is    requested  only   in  such  amounts  as  are  consistent 
with   the  budget   authority   increase. 

The  amount  of  new  budget  authority,    together  with  amounts 
expected   to  be  carried  over  from  fiscal   year    1985,  would   fund  an 
annual   program  at   the  level  of  $1.4  billion.     This   program  level 
reflects   the   first  year  of  a  proposed   two-year  mora  tori  tin,    during 
which  only  certain  ongoing   requirements  would  be   funded.      These 
are  described  below: 

Public  and    Indian  Housing  Development.      The   1987  Act 
provides  for   locally  operated  public  and  Indian  housing 
programs.     Currently,   HJD  provides   financial  assistance  through 
the  use  of  Annual  Contributions  Contracts    (ACCs)    to  cover   the 
debt   service  on  bonds  and  notes    issued   for   the  construction  and 
modernisation  of   projects   owned  and  operated  by  local  public 
housing  agencies,    including   Indian  housing  authorities   (PHAs  and 
IHAs,    respectively). 

For    fiscal   year   1986,   no  new  development  activity  is 
proposed   for  public  and  Indian  housing.     Contract  amen^ents  for 
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public  and  Indian  housing  projects  under  development  will  be 
funded  on  a  one-year  basis.  A  portion  of  the  budget  authority 
available  for  amendments  also  will  be  used  for  IHA  off-site  water 
and  sewer  projects  where  necessary.  The  amount  of  budget 
authority  anticipated  to  be  required  for  the  foregoing  amendments 
is  $82.3  mi  1  lion. 

Starting  in  fiscal  year  1987,  Federal  financing  for 
development  would  be  through  one-time  capital  funding,  as  more 
fully  described  in  connection  with  section  211  of  this  bill. 

Public  and  Indian  Housing  Modern i gat  ion.  Currently, 
authority  for  modernisation  funding  enables  PHAs  and  IHAs  to 
obtain  capital  funds  (loan  authority)  to  correct  physical  and 
management  deficiencies  and  achieve  operating  efficiency  and 
economy.   Since  1981,  modernization  has  been  performed  pursuant 
to  section  14  of  the  U.S.  Housing  Act  of  1937,  which  provides  for 
a  Comprehensive  Improvement  Assistance  program  (CIAP)  to  improve 
the  physical  and  management  conditions  of  existing  public  and 
Indian  housing  projects.  Under  CIAP,  PHAs  and  IHAs  may  perform 
alterations,  additions,  demolition,  or  rehabilitation  of  existing 
structures  and  the  replacement  of  nonexpendable  equipment,  and 
upgrading  the  management  and  operation  of  their  projects  in  order 
to  assure  that  they  continue  to  be  available  to  serve  lower 
income  families. 

The  budget  authority  for  section  14  is  provided  in 
section  5(c).  For  fiscal  year  1986,  $175  million  is  expected  to 
be  required  for  emergency  needs.   The  proposed  authorisation 
language  includes  a  limitation  on  the  use  of  all  budget  authority 
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in    fiscal   ytar   1986  to   $175,000,000  for   section   14  emergencies. 
Beginning   in   fiscal   year   1986,    the  Department  will    fund 
modernization   using  one-time  capital   contributions   rather   than 
long-term  loans.     The   level  of   funding   requested   for 
moderniEation   reflects  a  one-year  partial  moratoritm.     HDD 
expects    to  be   requesting  higher   funding  levels,  more  consistent 
with  historical    levels   for  modernisation,    starting  in   fiscal   year 
1987. 

Section  8  Housing  Assistance  Payments,  Vouchers,   and  Section 
13  Leased  Housing.      The  section   8  Housing  Assistance  Payments 
program  (except   for   section  8  Housing  Vouchers)   provides   a 
subsidy  based  on  the  difference  between  the  rent   (including 
utilities)   for   the  unit   and  the  family  contribution   (usually  30 
percent  of  adjusted    income). 

The  Housing  Voucher  Demonstration  program  was  authorized  by 
the  Housing  and  Urban-Rural   Recovery  Act   of   198  3  under 
section   8(o)  of   the  1937   Act.      The   initial   Voucher  subsidy   is 
generally  based  on  the  difference  between  an  established  payment 
standard   for  each  market  and   30  percent  of  adjusted   income.     A 
major   innovation  of   the  Voucher  program   is   that    it  does   not  place 
a   limit   on   the  rent  which  tenants  may  pay.     Tenants  may   live   in 
units   which  have   rents  higher   than  the  pajpnent   s tends rd,   and  pay 
the  difference  from  their  own   resources.     Conversely,   tenants  who 
choose   to   rent  units  below  the  pajpnent   standsrd  are  permitted  to 
keep   the  difference,    subject   to  a  minimtm  rent  payment.     This 
results   in  a  "shopping  incentive"  for    tenants    to  locate  units    in 
the  market  which  best  meet   their    individual   needs. 
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For   1986,   of   the  $1.4  billion    in  budget  authority  which 
would  be  newly  authorised   ($499  nrillion)   and  carried  over    ($892 
million),   about  $1.1    billion  would  be   for   the  section  8  programs, 
including   the  Voucher  program,   and   for   the  section  23  Leased 
Housing  program.     HUD*s  current  plans  call    for   use  of    this 
authority  approximately  as  follows: 

—  Vouchers  for   tenants  displaced  when  a  Section   8  project 
owner   chooses    to   end  participation   in  a  program  ("opt-outs") 
and    for   tenants  displaced  as  a  result   of   public  housing 
demolition:      $65  million. 

— Amendments   for  section   8  projects:      $421  million.      This 
includes   section   8  project    reserve  amen^ents    (including 
those   for  section   20  2/8  projects)   as  well   as   amendments   for 
section   8  projects    (not   including   section   202/8)    in  the 
pipeline   to   bring   them  to   construction  start. 

—Amendments    to  section   202/8  contracts    to  allow  projects    In 
the  pipeline   to   start:      $150  million. 

— Property  disposition   activities:      $350.1   million.     This   is 
to  allow  the  sale  of  multifamily  properties   in  which   lower 
income   tenants    reside  with   section   8  existing  housing 
ass  istance. 
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— Loan  flnaftfCHMiit  ftetiTltiess      $S4.4  ni  llion.     Tbls  provides 
•dditional   soetion  8  ezittlng  tuteldlot   to  projeett   in 
finnneinl   difficulty. 

— Adjustnentt  under  the  section  S3  Leeted  Housing  progrem, 
end  conversion  of  units  under   that  program  to  section  8 
assistance.     Lease  agreements   in  this  program  ivere   for  a 
period  of   5   to   10  years  with  options    to   renew  up   to  a 
roazimtm  of   20  years.     Adjustments   to   the  existing  contracts 
are  made   to  cover  unavoidable  increases   in  the  operating  and 
maintenance  costs  of   leased  units  as  well  as   to  provide 
interim  transition  assistance   to  projects   that  are  being 
converted   to   the  section  8  Certificate   program:      $63.8 
ni  1  lion. 

Section   20i(b)  would  amend   section  9(c)  of    the  U.S.   Housing 
Act  of   1937    to  provide  that   the  authorisations  for  appropriations 
starting   in   fiscal   year   1985  are   to  be   in  amounts   for   "such  sums 
as  may  be  necessary"  for  operating  subsidies  for   lower  income 
housing  projects  under  section   9,    rather  than  a  specific  dollar 
amount.     The   fiscal   year    1985   authorisation  was   in  the  form  of 
"such  suns..."  and   the  existing  statutory  language  may  be 
construed  as   authorising  "such  sums"   in   1986  and   later  years.     As 
to  construed,    the  amount   for  operating  subsidies  would  be  set 
only   in  the  appropriation  process.     The  proposed  clarifying 
change    in   the  statutory   language  would  confirm  this    result. 
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operating  subsidies  are  provided   in  aeeordanet  with 
section  9  of   the   1937  Act   to  PHAs  and  IHAsfor  dwellinflrs   they 
oifn.     The  subsidies  are  provided   to  help  meet  operatlnflr  and 
maintenance  expenses.     Annua'l   subsidy   requirements  are  calculated 
on  the  basis   of  a   formula — the  Performance  Funding  System  (PFS)  — 
which   takes   into  account  what    it  would  cost  a  comparable,  well- 
managed  PHA  or   IHA  to  operate   its  units.      In  addition  to  PF8 
needs,    requirements  are  calculated  separately  for  certain  areas 
which  have  unusual   circumstances — for  example,  Alaska,  Guam, 
Puerto  Rico,   and  the  Virgin  Islands — and  certain  types  of 
projects   such  as  Homeownership  and  Mutual -Help. 

The   1986  Budget  proposes   an  appropriation  of   $1,010,600,000 
for  paying  operating  subsidies.      In  addition,   the  Budget  proposes 
a   rescission  of   $253.1   million   in   1985,   since   resources   available 
for    1985   (including  $15  million  made  available  for  modernisation 
planning  under   section   14)  are  estimated   to  be   in  excess  of 
currently  anticipated   funding   requirements. 
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PRBVEilTING  FRAUD  AND  ABUSE  IN  HUD  PRCX2RAM3 
Section  202  contains  provisions  to  help  prevent  fraud  and 
abuse  in  HUD  programs.  Subsection  (a)  would  authorize  HUD  to 
require  applicants  and  participants  (including  all  household 
niimbers)*  in  HUD  programs  involving  loans,  grants,  interest  or 
rental  assistance,  or  mortgage  or  loan  insurance  to  provide  their 
social  security  numbers  or  employer  identification  numbers,  as  a 
condition  of  initial  or  continuing  eligibility  for  participation. 
Legislation  to  require  social  security  numbers  (SSNs)  is  needed 
because  section  7(a)(1)  of  the  Privacy  Act  bars  mandatory 
disclosure  of  SSNs  unless  there  is  an  exemption  provided  in 
Federal  statute.  Both  the  Food  Stamp  and  Aid  for  Dependent 
Children  (AFDC)  programs  have  had  such  exemptions  enacted. 

Subsection  (b)  would  authorize  HUD  to  require  applicants  or 
participants  (including  all  household  members)  to  sign  a  consent 
form  as  a  condition  of  initial  or  continuing  eligibility  for 
participation  in  HUD  programs  involving  initial  or  periodic 
review  of  participants*  incomes.  The  Department  intends  to 
require  the  consent  form  for  all  such  assistance  programs  under 
the  National  Housing  Act,  the  U.S.  Housing  Act  of  1937,  and 
section  202  of  the  Housing  Act  of  19S9.   The  consent  form  would 
authorize  (1)  the  Secretary  or  the  entity  administering  the 
program  (PHAs  and  private  owners)  to  verify  information  furnished 
by  such  applicants  or  participants  and  (2)  Federal,  State,  or 
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loeal  fOTtriMMnt  tfeneitt'or  private  tntltitt  sveh  as  OTiploytrtt 
to  release  Infonutloii  reUtInf  to  the  determinetlon  or 
▼erifleetlon  of  ellflblUty  or  benefit  level  (other  then  tax 
return  Information),  to  HID  or  admlnltterlnf  entitles  (PRAt  and 
private  oitners).  Failure  of  an  appl leant  to  eonsent  to  the 
release  of  Information  pursuant  to  this  seetlon  vpould  be  froands 
for  rejeetlon  of  the  applleatlon  or  termination  of  partlelpatloa 
In  the  profram  Involved.  An  applleant  or  partlelpant  vpoald  have 
the  right  to  obtain,  examine  and  eorreet  any  Information  whleh 
the  Seeretary,  PRA  or  oimer  responsible  for  determlninf 
ellflblUty  or  level  of  benefits  has  reeelved  under  this  seetlon, 
unless  aerlmlnal  Investlfatlon  were  pendlnf.  All  Individually 
Identifiable  Information  provided  to  the  Department  vpould  be 
subjeet  to  the  eontrols  of  the  Privacy  Act. 

The  Department  eneourafes  States  and  loealltles 
partlelpatinf  In  Its  eomminlty  development  programs  to  adopt 
similar  fraud  and  abuse  programs. 

Subsection  (d)  would  amend  the  Soelal  Security  Act  to  give 
the  Secretary  and  PHAs  (but  not  private  owners)  access  to  data 
bases  (not  including  tax  return  Information  of  the  Internal 
Revenue  Service)  maintained  by  State  unemployment  agencies.  This 
authority  would  permit  HID  and  PHAs  to  take  advantage  of 
automated  methods  for  performing  large  numbers  of  income  and 
address  verifications — often  called  "machine  matching** — at  one 
time. 

The  automated  wage  data  maintained  by  the  States  Is 
collected  from  employers  by  State  employment  security  agencies  to 
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determine  eligibility  and  benefits  under  the  unemployment 
inturanee  program.   In  38  States,  this  data  is  reported  for  eaeh 
employee  quarterly  and  is  generally  considered  to  be  the  best 
wage  information  for  verification  purposes.  The  Federal 
Unemployment  Tax  Act  does  not  preclude  the  State  employment 
security  agencies  from  providing  State  wage  data  to  other 
programs,  although  they  are  not  required  to  do  so.  Congress  has 
required  that  access  to  this  wage  data  be  made  available  for  both 
the  AFDC  and  Food  Stamp  programs,  thus  permitting  machine 
matching  for  these  programs. 

Because  many  of  the  State  agencies  also  have  State  privacy 
acts  and  other  legislative  restrictions,  there  is  often  some 
reluctance  to  voluntarily  disclose  wage  information  to  other 
agencies.  The  Administration  believes  that  legislated  access  is 
needed  to  assure  that  meaningful  verification  on  an  automated 
basis  can  be  carried  out  in  all  States. 

Access  to  Federal,  State  and  local  data  bases  is  essential 
to  enable  the  Department  and  the  PHAs  to  undertake  post-audit, 
quality  control,  and  other  investigative  reviews  based  on 
computer  matching  to  such  data  bases.  Requiring  release  of 
social  security  numbers,  execution  of  consent  forms,  and  access 
to  State  unemployment  agency  information  would  facilitate  this 
process. 

Private  owners  would  continue  to  verify  information  supplied 
by  applicants  and  participants  at  the  time  of  application  and 
annual  recerti f ication,  but  only  HUD  and  the  PHAs  would  be 
authorised  to  have  access  to  government  data  bases.  The 


Digitized  by  VjOOQIC 


2610 


authority  provided  under   this   section  would  help  the  Department 
to  assure  that   complete  and  accurate   information  has  been 
submitted   by  beneficiaries  of  HUD  programs.     The  HUD  Office  of 
Inspector  General   estimates   that   at    least   $200  million    is   spent 
annually   in  Section   8  assistance   for   tenants  who  are    ineligible 
or  are   receiving  more  than    is   allowable.     Benefits   now  going   to 
ineligible  families  under   the  section  8  and  other  covered 
programs  would  become  available  for    legitimately  eligible  program 
participants.     Replacing   ineligible  households  with  eligible 
households  will    not   necessarily  save  money  but    it  will   ensure 
that    limited  Federal    funds  are  going   to   the  right   people  and  are 
being  spent   for   the  purpose   intended. 

In  the  past,    such  provisions  have  been   recomnended   for  HUD 
specifically   or   for   the  Federal   government  as  a  whole  by  the  HUD 
Inspector  General  *s  Office,    the  Grace  Conmission  and   the  General 
Accounting  Office.     This  proposal    is  also  supportive  of 
Departmental    initiatives   relating  to  waste  and    fraud. 
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PgrelipiM tally  Di«M«fl  AnislmHK  •««  K33  ttf  ftittits  A^t  %s 
e«din«fl  at  42  ILS.C.    CMl.     Hic  cvrrMit  a^fiaitiMis  f%f«r  t«   t)i# 
■B  «efiBiti«as  ia  effect  %cfere  m  i—ftiit   la  t)ie  tena 
*«ercl«pHatal  disability"  a»«c  aast   r«ea»tly  Vr  SM^tiea  $•)  af 
Pi*lie  laav  9S-««S  aai  ta  ae  iiaftiwt   ta  Uia  sliart  titia  at  tli* 
Aet  aMdc  aast    raea»tlj  ky  Nblie  Laa  94-193. 

Saetiae  S(bHSI  af   tiia  CS.  Baaiii^  Aet  af  l»ST  a««  saetiea 
»2(d)C4)  af   tkc  flMsiiv  Aet  af  l%m^  mmf  ^rawi«e  tiMit 
iadivi dials  1*0  are  disabled,   as  defiaed  by  seetioa   Ibt  af  tbe 
DcvelofBeatal  Disabilities  aad  Paeilities  Obastraetlaa  H—a^anaf 
of   197t   (P.L.   91-S171,  aia  eaasidered  *f aai  lies*  idia  iMiy  be 
eligible  for  baasiac  assistaaee  aader  tbase  profraaa* 
ladivi  dials  say  also  qaalify  aader   tbese  state tes   if   tbey  faU 
witbia  eertaia  other  classes,    iaeladiaf  those  abo  era 
haadieapped.     Oaly  the   refereaee  to  the  defiaitioa  af 
deTelopneatal   disability  in  the  1974  Aet  aoald  be  ebaafed* 


•  Seetion    202,    as    it    noa  exists,    refers    to  "section   lOt(S)*  of 
the  "19S0  Aet."     A  footnote   to   the  U.S. C.    indicates   that 
"seetion   102(a)(S)"  aad  "1970  Aet"   aere  probably   intended. 


Digitized  by  VjOOQIC 


2612 


Section    102  of   the  Developmental   Disabilities  and  Facilities 
Construction  Amendments  of   1970  defined  "developmental 
disability"   as 

"a  disability  attributable  to  mental   retardation,    cerebal 
palsy,    epilepsy,    or  another  neurological   condition  of  an 
individual    found   by   the  Secretary   [of  Health,  Education  and 
Welfare]    to  be  closely   related   to  mental    retardation   or  to 
require   treatment   similar   to   that   required    for  mentally 
retarded   individuals,   which  disability  originates  before 
such   individual   attains  age  eighteen,  which  has  continued 
or  can  be  expected   to  continue  indefinitely,   and  which 
constitutes  a  substantial    handicap   to  such   individual." 

Section   102(7)  of   the  Developmen tally  Disabled  Assistance 
and   Bill   of  Rights  Act   currently  defines   "developmental 
disabi  lity"  as 

"a  severe,    chronic  disability  of  a  person  which — 

(A)  is  attributable   to  a  mental    or  physical    impairment 
or  combination  of  mental  and   physical    impairments; 

(B)  is  manifested  before  the  person  attains   age 
twenty- two; 

(C)  is    likely   to  continue   indefinitely; 
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(D)  results  in  substantial  functional  limitations  in 
three  or  more  of  the  following  areas  of  major  life 
activity:   (i)  self  care,  (ii)  receptive  and  expressive 
language,  (iii)  learning,  (iv)  mobility,  (v)  self- 
direction,  (vi)  capacity  for  independent  living,  and  (vii) 
economic  self-sufficiency;  and 

(B)  reflects  the  person* s  need  for  a  combination  and 
sequence  of  special,  interdisciplinary,  or  generic  care, 
treatment,  or  other  services  which  are  of  lifelong  or 
extended  duration  and  are  individually  planned  and 
coordinated.** 

Revising  the  definitions  would  not  significantly  change  ti^e 
current  coverage  of  these  programs.  The  new  definition  is  somewhat 
more  expansive  in  that  it  includes  some  additional  disabilities  for 
which  coverage  was  previously  unclear,  and  the  age  of  onset  shifts 
from  before  age  18  to  before  age  22.  Neither  of  these  changes, 
however,  significantly  increases  the  eligibility  pool  since  most  of 
these  individuals  would  also  be  eligible  as  ** handicapped**  persons 
under  the  two  statutes. 

There  are  at  least  three  benefits  to  be  derived  from  the  proposed 
change.   First,  the  proposed  change  would  help  clarify  the  legal 
validity  of  the  definition  of  ** developmental  disability.**  Second, 
updating  the  definition  to  the  one  currently  used  by  HHS  promotes 
consistency  between  HUD  and  HHS  when  housing  and  disability  benefits 
are  coordinated  at  the  State  and  local  level.  Third,  changing  from 
the  superseded  definition  to  the  one  now  applicable  to  HHS  aasures 
that  the  Department  can  use  the  currently  accepted  statutory 
definition  of  developmental  disability. 
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FART  B  —   PUBLIC  ilND  INDIAN  IDUSING 
PIBLIC  AND   INDIAN  HOOSING  FINiWCINQ  REFORMS 

Under  Section   211    the  Department   is  proposing  a  major   reform 
to  the  method  the  Federal   government  uses    to  pay  for  public  and 
Indian  housing  development  and  moderniEation.     Generally,    under 
this    reform,    the  Federal   government  would  provide  one-time  direct 
funding  for  the  capital   costs  of   projects,    instead  of   the  current 
multiyear  debt   service  commitments  and  complex  loan 
arrangements.      The  reform  would  not  apply   to  projects   that  have 
already  been   financed  with  permanent    notes    sold   to  the  Federal 
Financing  Banic  and   bonds   sold   in   the  private  market. 
Implementation  of    this    reform  for   the  development   of  public  and 
Indian  housing   requires    legislative  changes   to   the  U.S.  Housing 
Act   of   1937.     No  change   in   authorising  legislation    is    required  to 
provide  for  one-time  contributions  for  moderniEation  under 
section   14  of   the   1937  Act. 

The  financing  of   public  and    Indian  housing  projects  under 
the  proposal  would    limit   the  growth  of    tax-exempt   financing.     The 
major  Federal   costs  for   these  projects  would  thus  be  "up   front," 
rather   than  being  incurred  as  direct   outlays  and   tax  expenditures 
over   long  periods   of   time.      Further,   HUD  and   public  housing 
agencies    (PHAs)   and  Indian  housing  authorities    (IHAs)  would  be 
able  to   save  on  accounting  and  aikninistrative  costs   relating   to 
servicing   the   loans. 

The  proposed   approach  would  not  have  a  substantive  effect   on 
the  public  and  Indian  housing  projects   themselves.     The  proposed 
reform  would  not  affect    the  responsibilities  of   IHAs  and  PHAs   to 
maintain  the  lower  income  character  of   the  projects,    or  the 
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eligibility  of  projects   for   operating  subsidies  under   section  9 
or  mode  mi  Eat  ion   funding  under   section   14  of   the   1937  Act. 

The  proposed   reform  would  apply   to   three  classes  of 
projects,   as   described  below. 

The  first   class   of  projects  covered   by   the  reform  are   those 
that   receive  new  Federal   commitments  beginning   in   fiscal 
year  1988   for   development   and    in   fiscal   year   1986  for 
node  rni  Eat  ion.      (The  different   starting  points   reflect   the  Budget 
proposals    for   the  two  programs.)     Historically,    financing  for 
such  projects  has  been  with  a   20-   to  40-year  Federal  commitment 
to  make  annnual   contributions   for  principal  and    interest  payments 
on  tax-exempt   notes   ("project   notes")   and  bonds   sold  on  the 
private  market,   and  on  permanent  notes   sold  to  the  Federal 
Financing  Bank.        In  fact,    sales  of  new  bonds  on  the  private 
Birket  were  discontinued    in  June   1974,   and   sales  of  permanent 
notes   to  the  Federal   Financing  Bank   terminated   in  December 
itl3.     Under   the  proposed   reform,   public  and   Indian  housing 
projects  developed  or  modernized  would  be   financed  on  the  basis 
of  fully  funded,   one-time  Federal   contributions  of  assistance  to 
the  PIUs  and  IHAs. 

The  second  class   to  which   the  reform  would  apply  are   those 
projects  for  which  development   has  been  completed  and  the  Federal 
Hnaneial    commitment   has  been   funded  with   short-term,    tax-exempt 
notes.     This   class   includes    notes    issued  both   for   the  development 
of  new  projects  and   the  moderniEation  of  existing  projects. 
^eie  projects  have  been   financed  as   followst 


Digitized  by  VjOOQIC 


2616 


Until  8«pteiiib«r  1984,  project  notes  viert  issued  by  the  PHAs 
and  IHAs  and  sold  in  the  private  market.  As  they  became  due, 
they  «iere  refinanced  ("rolled  over**).  HDD  made  annual 
contributions  on  behalf  of  PHAs  and  IHAs,  thereby  incrementally 
retiring  the  principal  and  interest  costs  on  these  notes. 

Since  September  1984,  the  Department  has  borrowed  from  the 
Treasury,  and  redeemed  on  behalf  of  PHAs  and  IHAs  the  project 
notes  as  they  matured.  Accordingly,  the  PHAs  and  IHAs  are 
indebted  to  HUD  for  the  amounts  of  these  loans.  Notwithstanding 
that  these  amounts  are  owed  to  HUD,  HUD  continues  to  malce  the 
annual  contributions  on  this  PHA  and  IHA  indebtedness.   (The 
switch  to  direct  Iban  financing  was  the  result  of  provisions 
first  enacted  in  the  Tax  Reform  Act  of  1984  that  clouded  the  tax- 
exempt  status  of  short-term  public  and  Indian  housing  notes.) 

Under  the  reform  proposal  for  this  class  of  projects,  the 
project  notes,  together  with  fhe  annual  contributions  HUD  malce s 
to  PHAs  and  IHAs,  would  be  eliminated.   Instead,  this  class  of 
projects  would  be  treated  in  the  following  wayt 
As  project  notes  mature: 

— Treasury  would  make  direct  loans  to  HID;  and 
— HUD  would  use  these  funds  to  make  direct  loans  on 
behalf  of  PHAs  and  IHAs,  which  in  turn  would  be  used 
to  retire  the  project  notes. 
After  the  notes  have  been  retired: 

— The  Treasury  loans  to  HUD  would  be  forgiven  annual lyi 
--the  PHAs*  and  IHAs*  indebtedness  to  HID  with  respect 
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unliquidated  budget   authority  and  associated  contract  authority, 
to  be   rescinded  under   the   terms  of   an  appropriation  Act. 

Through  January  1985,    the  Department  has  borrowed 
approximately  $8.9   billion  from  the  Treasury   to  fund  direct 
advances   for   development   and  modernization,   and   to   retire 
maturing  project    notes   for   the  second  and  third  class  of 
projects.      It    is   expected   that   the  total    short-term,    tax-exempt 
project    note   inventory   (which  as   of  September   30,    1984  amounted 
to  $13.0  billion)  would  be   retired   by   the  end   of  August    1985. 

Budget   authority   to  be   recaptured,   under   the   reform  proposal 
as  a  whole,    representing   in  some  cases  a  40-year  Federal 
commitment,    is   estimated   to  amount    to  $22.3   billion   in   fiscal 
year   1985. 

Adoption  of   the  foregoing  proposal  would  require  certain 
amendments    to  the   1937  Act,   as   described  belowt 

Section  211(a)  of   this   bill  would  amend   section  4  of   the 
1937  Act    to    limit   the  Secretary*s   authority   to  make   temporary 
loans    to  PHAs  and   IHAs  under   section  4(a)   only   to  public  housing 
projects   for  which   funding   reservations  have  been  made  before 
October   1,    1986.     Thus,   projects   that   do  not  have  funding 
reserved  by  that   date  would  not  be  developed  with   temporary 
financing  under  section  4(a),   but  would  be  funded   through  the  new 
system  of  one-time  capital   contributions.      Projects  with   funding 
reservations  by  October   1,    1986  would  continue  to  be  financed 
under   the   terms  of   section  4(a).     As   noted  above,    implementation 
of    the  new  system  for  modernization  projects  would  begin   in 
fiscal   year   1986. 
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Scetion   211(b)  would  further  amend   ttetion   4  to  provide   for 
forgiving   the  Secretary's  loans    to  PHAs  and  IHAs  under 
section   4(a).      A  limited   class   of   loens   —   those  that  were  not 
intended   to  be   repaid  from  annual   contributions   —  would  not  be 
forgiven.      The   latter   loens,   amounting   in  the  aggregate   to   about 
$13  million,  would  be  either  pursued   to  collection,    or  written 
off    in  accordance  with  existing  standards   and   proc.edures,   rather 
than  being  forgiven  under   this  proposal.      Similarly,  where 
amounts  are  owed   PHAs  and   IHAs  by   third   parties,    these  debts 
would  not  be  forgiven.     Finally,   the  amendment  would  make  clear 
that   forgiving  PHA  and    IRA  indebtedness  would  not  affect   their 
other  obligations  under   the  annual   contributions  contract. 

Section   211(b)  would  also  provide   for   the  cancellation  of 
the  Secretary's  debt    to   the  Treasury  under   section  4(b). 

Section   211(c)  would  provide   for   termination  of   the  annual 
contributions  method  of   financing  public  housing,   except  for 
projects   that  have   funding   reserved   by  October   1,    1986.      This 
provision  also  contains    the   authority  for   the  new  financing 
method   —   one-time  capital   contributions,    in   lieu  of  annual 
contributions   --   starting   in  the  case  of  development  with 
projects   to  be   funded  on  October   1,    1987  and   thereafter. 
Sestanption  of   funding  for   new  projects   in   fiscal   year   1988    is 
consistent  with    the  Administration's   two-year  moratoritm  on 
incremental   assisted  housing. 

Finally,    section   211(c)   includes    the  first    of  a  number  of 
•nemtoients    that  are   technical   and  conforming   in  nature.     The 
balance  of   these  amendments   is    set   forth    in   the  remainder  of 
section   211.      By  and   large,    these  amendments  adjust   the   terms   of 
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the   1937  Act   to   aeeomodate  one-time  capital   contributions 
contracts,    in  addition   to  annual   contributions  contracts.     None 
of   these  changes    is    intended   to   have  a  substantive   impact  on 
projects   financed  with  annual   contributions  contracts. 
Similarly,   none  of   the  changes    is    intended   to  provide  any 
preference  or  prejudice   in  the  treatment   of   projects   financed 
with   the  one-time  capital   contributions  contracts,   as  compared 
with  annual   contributions  contracts.     Only  one  of   these   technical 
changes  amounts   to  more   than  a  change    in  a   few  words t     section 
211(k)(l)(B)  would  provide  for   a  parallel  method   for  determining 
and   using   the  proceeds   of  disposition  of  a  project,    if   the 
project    is   financed  using  one-time  contributions.     The  provision, 
which  would  amend   section    18  of    the  1937  Act,    is    intended   to 
treat   such  projects   in  a  manner  comparable   to  how  projects 
financed  with  annual   contributions  are   treated. 
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EXEMPTION  OP   POBLIC  HOUSIMQ  KMEOItlEflSHIP  PBDORAMB  FBOM 
PROVISIONS  PERTAINING  TO  EBITS  PAYABLE  BY  TBNiMTS 

See t ion  212  would  tmoiid   section  S(a)  of   tho  U.S.  Housing  Act 
of   1937   to  permit  families  participating  in  lease-purchase 
homeotmership  programs   under  the  Public  Housing  program  to  pay  a 
greater  portion  of   their  incomes  for   rent   than   is  currently 
allowed.     The  primary  purpose  of   the  amendment  is    to  mitigate 
hardship  situations   that   occasionally  arise  for  homebuyers  under 
the  existing  Turnkey  III  Homeoimership  Opportunities  program. 

The  Turnkey  III   program  permits  loner  I  neome  families   to 
acquire   homeovmer  status  with   the  assistance  of  a  Federal   debt 
service  subsidy.     Participation   is   limited  to  families  with  real 
economic  potential    for  assisning  the  full  obligations  of 
homeowner  ship  upon  acquisition  of  title  after  a   reasonable  period 
of   tenancy,   on   the  rationale  that  homeowner  ship  is   appropriate   to 
the  needs  of  lower  income  families   only   if   they  have  such 
homeofnership  potential.     The  amount  of   the  horoebuyer's   required 
monthly  payment    is,   however,   subject    to  the    limitations  of   the 
1937  Act's   tenant   rent   formula  stated    in  section  3(a).     A 
decrease   in  family  i  neome  or  an  increase  in  relevant  project 
budget   items   or  utility  costs  may   thus   result   in  a  required 
monthly  payment  under   the  section  3(a)   formula  which    is   less   than 
the  amount   required    to  meet   reasonable  homeownership  potential 
requi  rements. 

Under  these  circumstances,   the  homebuyer   is   no   longer 
eligible   to  participate  in  the  existing  homeownership  program  and 
and    is    subject   to   termination  of   the  lease-purchase  agreement  and 
transfer   to   rental    status  as  a   regular  public  housing   tenant. 
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Although  th«  current  rtgulation  providtt  for  tome  forboaraneo 
where  there  is  a  reasonable  prospect  that  the  homebuyer  will 
regain  the  requisite  homeownership  potential,  a  regulatory  change 
to  allow  extended  forbearance  is  'not  an  acceptable  solution 
because  it  risks  jeopardizing  the  overall  financial  viability  of 
the  Turnkey  III  project. 

The  proposed  amendment  would  allow  the  Secretary,  by 
appropriate  regulations,  to  permit  a  homebuyer,  at  his  or  her 
individual  option,  to  pay  the  higher  amount  required  to  maintain 
homeownership  potential.  Alternatively,  the  homebuyer  would  have 
the  option  to  continue  to  pay  no  more  than  the  section  3(a) 
amount,  and  agree  to  termination  of  the  lease-purchase  agreement 
and  transfer  to  public  housing  rental  status.  Regular  HUD 
reviews  would  assure  that  the  amounts  which  the  PHA  budgets  as 
the  basis  for  for  homeownership  potential  are  reasonable  for  the 
current  needs  of  the  particular  unit  and  project. 

This  change  will  allow  flexibility  to  increase  monthly 
payments  by  the  homebuyer,  which  is  appropriate  in  light  of  the 
additional  financial  benefits  and  responsibilities  of 
homeownership.   The  homebuyer  would  decide  on  the  upper  limit  of 
payment  which  is  acceptable.  This  change  is  made  in  lieu  of 
permitting  the  alternative,  continuing  operating  subsidy  for 
homeownership  projects,  because  that  alternative  would  continue 
in  homebuyer  status  many  families  who  would  not  be  able  to  pay 
operating  costs  and,  therefore,  do  not  really  possess 
hemeownership  potential. 
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This  proposal  ipovld  provide  tho  tame  exemption  from  section 
S(e)   for   the  Turnkey  III  program  and  other  public  housing  lease- 
purchase  arrangements   that  has  been  provided  for   the  Mutual  Help 
Horoeoimers^lp  Opportunity  program,  iihich   Is   limited  to  Indian 
Housing  Authorities.      It  would  thus   result   in  consistency  among 
all    1937  Act  homeoimership  programs   that   involve   lease-purchase 
arrangements. 
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PUBLIC  HOUSIIIQ  MmmJt   RBC1IVBI8HIP 
Stetion  219  would  MMnd  section  •  of  the  U.S.  Hovtinf  Aet  of 
1997  to  author iio  tho  Soerotory  to  apply  to  a  Fedora!  or  State 
court  for  appointment  of  a  reeeiver  for  a  pvblie  hovtinf  afeney 
if,  in  the  opinion  of  the  Seeretary,  the  PHA  it  in  tubttantial 
default  of  the  eovenantt  and  eonditiont  to  irtiieh  it  it  subject. 
If  the  court  determinet  that  tuch  a  tubttantial  default  hat 
occurred,  a  receiver  it  to  be  appointed  without  regard  to 
collateral  quest iont  tometimes  eontidered  under  eonnon  law 
ttandards  such  as  the  availability  of  alternative  remedies. 
Also,  the  amendment  empowers  the  Secretary  to  petition  the  court 
for  appropriate  temporary  or  preliminary  relief  pending  the 
court's  determination  of  whether  to  appoint  a  receiver. 
Injunctive  relief,  such  as  freezing  the  assets  of  the  agency  or 
mandating  remedial  actions,  may  be  appropriate  where  it  appears 
that  project  assets  are  being  misused  or  that  health  and  safety 
violations  are  present.  The  receivership  would  terminate  upon 
petition  by  the  Secretary  or  when  the  court  determines  that  all 
defaults  have  been  cured  and  that  the  public  housing  projects  of 
the  PHA  will  be  operated  by  it  in  accordance  with  the  AOC  and  the 
Aet. 

Under  current  law,  the  Secretary  is  authorized,  upon  the 
occurrence  of  a  substantial  default,  to  require  either  conveyance 
of  title  or  delivery  of  possession  of  a  project  to  HUD.  This 
remedy,  because  it  operates  only  at  the  project  level,  is 
inadequate  to  address  PHA  deficiencies  that  may  exist  at  the 
administrative  or  policy  level.  However,  the  amendment 
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r«eognls«t  that  PHAt  ar«  eraatad  undar  Stat a  law  and  thair 
govarning  bodiat  ara  appolntad  by  Stata  or  loeal  offieialt. 
Aeeordlngly,  diraet  HOD  usurpation  of  tha  intarnal  adninlttration 
of  a  Stata-eraatad  antlty  would  ba  inappropriata.  Raealvarthip 
provldat  indapandant,  eourt-tuparvitad  managamant  of  PHA  affairs, 
obtainable  only  upon  IIUD*t  daroonttratlon  of  tha  substantiality  of 
the  default  requiring  sueh  Intervention. 

To  enhanee  elarlty  and  continuity,  tubseetion  (g)  would  be 
redesignated  as  subseetlon  (f),  and  the  PHA  reeeivership 
■mendnent  would  be  designated  subseetlon  (g).  Subseetlon  (f)  was 
repealed  by  seetlon  214(b)  of  the  Housing  and  Urban-Rural 
Reeovery  Aet  of  1983. 
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PART  C  —  OTHER  ASSISTED  HOUSING 

AUTHORIZATION  FGR  INCRBASINQ  BORRQWINQ  AUTHORITY  FOR 
DIRBCT  LOANS  VOR   HOUSING  FOR  THE  ELDBRLT  OR  HANDICAPPED 

Section  221  would  amond  toot  ion  202  of  the  Housing  Aet  of 
1959  to  ineroate  HOD*t  authority  to  borrow  funda  from  the 
Treasury  by  sueh  sums  as  are  necessary  for  malcing  direct  loans 
for  elderly  and  handicapped  housing  projects.  Borrowing 
authority  was  authorised  in  this  form  for  fiscal  year  198S,  and 
the  proposed  amendment  would  malce  this  form  of  authorisation 
permanent . 

The  President's  Budget  for  Fiscal  Tear  1986  proposes  a  two- 
year  moratorium  in  approvals  for  new  section  202  projects.  The 
Budget  provides,  however,  for  the  addition  of  $50  million  in 
direct  loan  authority  to  be  used  only  for  amending  conmitments 
for  approved  projects,  which  are  not  as  yet  completed.  The 
amendnent  under  this  section  to  increase  borrowing  authority  as 
needed  would  assure  the  necessary  authorisation  for  funding  of 
these  increased  loan  commitments. 

Action  in  an  appropriation  Act  is  needed,  and  language  for 
sueh  an  Act  has  been  proposed  in  the  Budget,  to  release  the 
$50  million  of  direct  loan  authority,  and  to  provide  for  the 
requisite  borrowing  authority  as  would  be  authorised  by  the 
amendment  to  section  202  made  by  this  proposal. 
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ESTABLISHMENT  OF  SECTION  8  FAIR  MARKET  RENTS 
FOR  EXISTING  HOUSING 

Section  222  would  provide  for  a  one-year  suspension  in 
establishing  section  8  fair  market  rents  for  existing  housing* 
with  the  fiscal  year  1985  fair  market  rents  continuing  in  effect 
for  fiscal  year  1986.  These  fair  market  rents  are  also  the 
amounts  used  as  the  payment  standards  for  the  Housing  Voucher 
program. 

This  proposal  would  hold  rents  constant  for  one  fiscal  year 
in  furtherance  of  the  Administration's  objective  of  reducing  the 
Budget  deficit  by  cutting  Federal  outlays.  With  the  rate  of  rent 
increases  reflecting  the  reduced  inflation  rate  of  the  past  year, 
this  one-year  suspension  can  be  implemented  without  substantial 
impact  on  the  program. 
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PERMANENT  IDUSmO  VOUCHBR  PRXRilMf 
REPEAL  OF  MQOBRATE  REHABILITATION  PROGRAM 

Permanent  Housing  Voucher  Program 

Section  223 (a)  would  amend  the  Housing  Voucher  program 

contained    in  section  8(0)  of   the  U.S.   Housing  Act  of   1937,   as 

added  by  section  207  of   the  Housing  and  Urban-Rural  Recovery  Act 

of    1983,   to  convert   it    from  a  demonstration  to  a  permanent 

program  and   to   remove  the  requirement   that   substantially  all  of 

the  Voucher  authority  be  used    in  connection  with   the  Rental 

Rehabilitation  program  and  for  displacees  under   the  Development 

Grant  and   the  FtanHA  Housing  Preservation  Grant  programs. 

The  Housing  Voucher  program   It  bated  on  the   findingt  of  the 

Experimental  Housing  Allowance  program,   the  largest  social 

science  experiment   ever  conducted  by  the  Federal  government,   and* 

on  the  experience  of   the  Section  8  Existing  Housing  Certificate 

program.     These  programs  demonstrate  that   this   type  of  subsidy 

mechanism  improves   the  housing  conditions  of  eligible  families  at 

a  cost  much   lower   than   required  for   traditional,   project-based 

approaches,   benefits   families  by  giving  them  freedom  to  choose 

their  own  units,   and  works  well    in  virtually  all  areas  of  the 

country   In  all    types  of  housing  markets.     Thus,   the  Housing 

Voucher  program  is  based  on  premises  already  well -tested.     HUD 

will   continue  with  current  and  planned  research   to  evaluate 

possible  future  needs  for  program  refinements. 

The  Freestanding  Voucher  Demonstration  now  under  way  will 

provide  a  basic  comparison  of  Vouchers   and  Certificates.      In 

fiscal  year   1985,   an  additional   research  project  will   be 

initiated   to  study  Voucher  use  in  rural   and  small  PHA  settings. 
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This  eombinatlon  of  past   and  eurrant  ttudlat  covert  tha  prlneipal 
variable  factors   that  affect   the  program,    including  performance 
in   urban  and   rural  markets,  acikninistration  by  State  agencies  and 
by  local  PHAs,   administration  by  Fttks   representing  tha  full   range 
of  agency   sites,  and   the  cost   of  acikninis taring  the  Voucher 
program  in  each  of   these  settings. 

By  fiscal  year  1986,  PHAs   in  Rental  Rehabilitation  program 
localities,   and   in  additional   sites  vvhere  demonstration  programs 
are  under  nay,  will   be  aciknin  is  taring  Vouchers.     The  Voucher 
program  thus  will   have  become  national   in  scope,   and  many  PHAs 
will   have  experience  with  adninistaring  tha  program,   contributing 
to  the  firm  basis  which  exists  for  a  permanent  program. 

Considering  both  the  research   findings  already   in  hand  and 
the  actual  program  experience  now  under  way,  we  believe  there  is 
an  adequate  base  upon  which  to  expand  the  use  of  Vouchers. 

Repeal  of  Moderate  Rehabilitation 
Subsection   (b)  would  repeal   section  8(e)(2),  which 
authorises   the  section  8  Moderate  Rehabilitation  program.     The 
Department  plans  no  additional   funding  for   the  Bloderate 
Rehabilitation  program.     The  Department   intends   to   rely  on 
Vouchers  to  assist   eligible  families   requiring  rental  assistance 
and  to  promote  rehabilitation  to  increase  the  stock  of   standard, 
affordable  rental   housing  through  the  Rental  Rehabilitation 
program. 

The  Rental  Rehabilitation  program  is   an   improvement  on  the 
Moderate  Rehabilitation  program  in  several  key  aspects.      It 
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separates    the  rehabilitation  and   rental    subsidies,   and  relies  on 
private  market  forces    to   encourage  owner  participation  and 
availability  of   rehabilitated   units. 

The  Rental   Rehabilitation  program  requires   100  percent   lower 
income    initial  occupancy   after   rehabilitation    (adjustable  to 
70  percent   on  an  exception  basis)  with   strong   encouragement  for 
participating  governments   to  select   neighborhoods  and  properties 
where  unregulated  market    rents  will    remain  affordable   to   tenants 
with  a  Housing  Voucher.     Moreover,    the  Rental   Rehabilitation 
program  provides  greater  mobility    to   lower   income   families  with 
Housing  Vouchers   than  possible  under   the  section  8  Moderate 
Rehabilitation  program  and  greater   flexibility   to  the 
participating  State  and    local   governments   in   implementing  a 
Rental   Rehabilitation  program.     Finally,  Housing  Vouchers 
supported   by  Rental   Rehabilitation  will   be  a  more   frugal   use  of 
budget    authority  for  housing  eligible   families    than  section   8 
Moderate  Rehabilitation.      (A  definitive  comparison  of   long-term 
cost   effectiveness  of   the  two  programs    is    not    now  available.) 

In  addition,    subsection    (b)(1)  would  permit    the  Secretary   to 
increase  the  maximum  monthly    rental  above  the  amount  otherwise 
permitted  where   necessary   to   assist    in  the  sale  of  HUD-owned 
multifamily  projects.     This  would   replace  the  authority   the 
Secretary  now  has    to  provide    increased  assistance  for   these 
projects  under   the  Moderate  Rehabilitation  program. 
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USB  OF  IDUSINQ  VOUCHERS   IN  CX3NNECTI0N  WITH  RENTAL  REHABILITATION 

Section   224  would  amend   section  8(0)   of   the  United  States 
Housing  Act   of   1937    to   expand  eligibility  for   families   to 
participate   in  the  Housing  Voucher  program.     Under   section   8(0), 
as   enacted    in   1983,    the  Secretary  vias  authorized   to    issue 
Vouchers    to  very  low-income   families    (those  with   incomes  of   50 
percent   or    less   of  area  median   income)   and   to   families 
continuously  assisted  under    the    1937  Act.      Section   102(a)(9)(B) 
of    the  Technical  Amendments  Act   of   1984  provides   that  Housing 
Vouchers  may  also  be    issued   to   lower   income   families  with   incomes 
above  50  percent  but   not  more   than  80  percent  of  area  median 
income  (50/80  families)  who  are   (1)   determined   to  be   lower  income 
at  the  time  they   initially  receive  assistance  and   (2)   displaced 
by  Rental  Rehabilitation  program  activity.      Section  224  would 
extend    the  1984  amendment   to   allow  Vouchers  to  be   issued   to   50/80 
families    residing   in  these  projects  whose   rent  burden  would  be  SO 
percent  or  more  of   their  adjusted    income,    based  on  post- 
rehabilitation   rents.     These  families  could  use  the  Housing 
Vouchers   to   remain   in  their  present  units  or   to  move. 

The  Rental   Rehabilitation  program   is  designed   to  increase 
the  supply  of   standard,    private  market  rental   housing  available 
to   lower   income   tenants   through  the   rehabilitation  of  substandard 
rental   units  and   the  provision  of   rental  assistance  to  eligible 
families    to  help  them  pay   the  post-rehabi  litation   rents.     The 
program  has   requirements  for  occupancy  by  lower   income   families 
imnedlately  after    rehabilitation  and   long-term  performance 
standards   for  continued  af  fordabi  li  ty  for    lower   income   families 
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(i.e.,    very   low-income  and   50/80  families).      The  procrram  is 
designed    to  minimize   the  displacement   of   lower-income   families 
residing   in   these   substandard   properties.      This    policy  would  be 
facilitated  by   this  amenciknent. 

Currently,   Housing  Vouchers  can  only  be   used    for    families 
with   incomes  at    or  below  50  percent   of   the  area  median,    for 
families  continuously  assisted   under   the   1937   Act,   and    for   50/80 
families  who  are  displaced  by  Rental   Rehabilitation  program 
activity.     Voucher  assistance  can  be  provided   to   the  50/80 
families   only    if    they  are   required   to  move   from  the   rehabilitated 
project    for   reasons   such  as   the  rehabilitation    itself   or   to 
alleviate  overcrowding.      Therefore,  Vouchers   presently  provide   no 
assistance  to   50/80  families  currently   residing  in   rehabilitation 
projects  where   the  post-rehabilitation   rents  would  exceed 
30  percent   of    their   adjusted    income.      This   proposal  would  provide 
Voucher    rental   assistance   for    these  50/80   families,    permitting 
them  to  move  or   stay   in  place,    thus   reducing  public  relocation 
assistance  costs   as   well   as  minimizing  hardship  for   displacees. 

Section   8  Certificates   can  now  be  used    for   50/80  families 
whose   rents   would  exceed   30  percent   of  adjusted   income,   subject 
to  HUD  approval   on  a  case-by-case  basis    of    the  use  of   the   1937 
Act*s   5  percent   exception    authority  under   section   16fb).      Use  of 
Vouchers   for   families  with   these    incomes   also    is    subject   to 
section    16(b).      This   proposed  amen<knent  will    eliminate   the 
inconsistency    between  Vouchers  and  Certificates   and   promote  more 
efficient    administration  of   the  program  at    the   local    level.      In 
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addition*  it  would  pormit  the  Dopartmeiit  to  assist  sueh  families 
in  future  years,  sinee  no  Certificates  are  planned  to  be 
allocated  for  Rental  Rehabilitation  projects  after  fiscal  year 
1984. 
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ALLOCATION  AND  USE  OF  HOUSING  A8SISTANCB 
Section  225  would  amend  section  213  of  the  Housing  and 
Comnunity  Development  Act  of  1974  tos  (1)  delete  the  provisions 
providing  for  cornnent  by  units  of  general  local  government  on 
applications  for  housing  assistance  where  the  unit  of  government 
has  a  HUD-approved  housing  assistance  plan  (HAP);  (2)  provide  for 
a  single  local  comment  process,  based  on  the  provisions  now 
applicable  to  units  of  general  local  government  without  approved 
HAPs,  that  would  apply  to  all  applications  for  housing  assistance 
(except  for  applications  for  12  or  fewer  housing  units  in  a 
single  project  or  development);  and  (3)  provide  that,  for  fiscal 
year  1988  and  later  years,  HUD  would  allocate  housing  assistance 
on  an  equal  basis  to  metropolitan  and  nonmetropolitan  areas. 

Currently,  section  213  distinguishes  between  applications 
for  housing  assistance  based  upon  whether  the  proposed  assistance 
is  to  be  provided  in  a  unit  of  general  local  government  that  has 
a  HUD-approved  HAP.   In  the  case  of  an  application  involving  a 
unit  of  government  with  an  approved  HAP,  section  213  now  requires 
that  the  Secretary  (1)  notify  the  chief  executive  officer  of  the 
locality  that  the  application  is  under  consideration,  and  (2) 
give  the  locality  a  30-day  period  to  object  to  approval  of  the 
application  on  grounds  that  the  application  is  inconsistent  with 
the  approved  HAP.   If  the  unit  of  government  objects  on  the  basis 
of  inconsistency  with  the  HAP,  the  Secretary  may  not  approve  the 
application,  unless  the  Secretary  determines  that  the  application 
is  consistent  with  the  HAP  and  gives  the  chief  executive  officer 
written  notification  of  the  determination  and  the  reasons  for  it. 
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Subsection  (a)  would  amend  section  21S(a)  of  the  1974  Act  to 
delete  the  local  review  and  conment  procedures  based  on  approved 
HAPs.  This  change  is  necessary  to  conform  to  the  proposed 
■men(!hients  in  section  lOS(e)  of  this  bill  that  would  delete  the 
current  requirement  in  Title  I  of  the  1974  Act  that  CDBG 
entitlement  communities  certify  that  they  are  following  a 
current,  HDD- approved  HAP.  However,  to  assure  thajt  all 
appropriate  unts  of  general  local  government  have  an  opportunity 
to  conment  on  an  application  for  housing  assistance  to  be  located 
in  their  Jurisdiction,  subsection  (a)  would  extend  the  provisions 
of  section  21S(c),  which  now  apply  only  to  applications  for 
housing  assistance  in  areas  without  an  approved  HAP,  to  cover  all 
applications,  except  for  certain  applications  involving  12  or 
fewer  housing  units.  Under  this  provision,  the  Secretary  could 
not  approve  an  application  for  housing  assistance  unless  the 
Secretary  determines  that  (1)  there  is  a  need  for  the  housing 
assistance,  and  (2)  there  are  or  will  be  available  in  the  area 
adequate  public  facilities  and  services  to  serve  the  proposed 
assisted  housing.  Additionally,  the  Secretary  would  be  required 
to  give  the  cooinunity  a  SO-day  period  before  the  Secretary's 
determination  is  made  to  provide  comments  or  information  relevant 
to  the  determination. 

Subsection  (a)  would  also  delete  provisions  from  section 
21S(b)  that  currently  exempt  from  the  notice  and  comment 
requirement  applications  for  housing  assistance  relating  to  (1) 
new  eonmanity  developments  under  title  IV  of  the  Housing  and 
Urban  Development  Aet  of  1968  or  title  VII  of  the  Housing  and 
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Urban  Development  Act  of   1970,   and   (2)   eertain  housincr  finaneed 
by  loans   or   loan  guarantees  by  States   or  State  agencies.     Since 
the  new  comnunities  program  has  been   terminated,    the  need   for   the 
exemption   no   longer  exists.     The  exemption  for  State   financing 
agencies  has  been  of   limited  effect,    since  section  21S(b)(S)   also 
provides   that   the  exemption  does   not  apply  where  the  unit  of 
general    local   government   in  which   the  assisted  housing   is    to  be 
provided  objects   in    its  HAP  to  the  exemption.     Bfony  localities 
have  objected    in   their  HAPs   to   the  exemption.     Therefore,    repeal 
of   the  exemption  for  State   financing  agencies  would  continue  the 
current  prevailing  practice  of  giving  units  of  general    local 
government   the  opportunity   to  comnent  on  all   applications  for 
housing  assistance,    regardless  of   the  source  of   the  financing. 

Subsection   (b)  would   require  the  Secretary,   beginning  with 
fiscal   year   1988,    to  allocate  under  the  section  21S(d)(l)   formula 
not  more  than   50  percent  of   the   total   amount  of  available 
assistance  to  metropolitan  areas  and  not  more   than  50  percent  of 
such  assistance   to  nonmetropoli tan  areas.     Currently,   the  amount 
of   such  assistance  allocated   to  nonmetropoli tan  areas   is   required 
to  be   in  the  20   to  25  percent   range.     The  proposed  amen(!hient   is* 
consistent  with  HUD's  budget  proposal    to  delay  funding  of 
incremental   housing  assistance   for   two  years  and  the 
Administration's  proposal   to   terminate   funding  for   the  FnilA* s 
housing  assistance  programs.     At   the  end  of  the  mora  tori  in,   HUD 
would  assime  full   responsibility  for   rural   housing  assistance 
needs.       The  even  split  between  met ropol i tan  and  nonmetropoli tan 
areas  approximates   the  distribution  of  HUD  and  FnilA  units  between 
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1980  and   1984.     The  raquirement   for  HDD  to  eontult  with  tho 
Socrotary  of  Agrieulture  in  determining  how  much  teetlon  8 
existing  housing  assistance  to  make  available  under  seetion  8(d) 
of   the  U.S.  Housing  Aet  of.  1937   for  use  with  the  Housing 
Preservation  Grant  program  under  section  533  of   the  Housing  Aet 
of   1949  would  be  deleted,   si  nee   funding  under  seetion  533  would 
be  terminated. 

Subsection   (e)  would  amend   section  213(a)(3)   to  delete  the 
gender-specific   term  "he"  and   insert   instead  "the  Secretary". 

Finally,   subsection   (d)  would  amend  the  provision   in 
section  213(d)(4)(E)    that  permits   the  Department    to  use  a  portion 
of   the  Secretary's   reserve  for   lower   income  housing  needs 
described   in  HAPs,    including  activities  carried  out  under 
areawide  housing  opportunity  plans   (AHOPs).     Subsection   (d)  would 
delete  the  references   to  HAPs  and  AHOPs,   and   instead  would  permit 
assistance  to  be  used   for  projects  approved  by  the  Secretary  to 
meet   lower   income  housing  needs.     As   noted  above,    section  103(c) 
of    the  bill  would  repeal  HAPs.     The  reference  to  AHOPs  would  be 
deleted   to  reflect   the  fact   that   they  are  no  longer  used   in 
Departmental   programs. 
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TEHANT  ELIGIBILITY  IKTBBMIKATIONS  IN 
RENT  SUPPLEMENT  PBOJBCT8 

Section  226  would  amend  teetion  101(e)(1)  of.  the  Housing  and 
Urban  Development  Act  of  1965  to  eliminate  the  requirament  that 
HUD,  upon  request  by  a  Rent  Supplement  projeet  owner,  must  issue 
certificates  on  the  income  of  applicants  and  on  whether  they  are 
occupying  substandard  housing,  are  involuntarily  displaced,  or 
are  paying  more  than  50  percent  of  income  for  rent  at  the  time 
assistance  is  being  sought.  The  proposal  would  also  amend 
section  lOl(lc)  to  provide  that  the  project  owner,  instead  of  the 
Secretary,  shall  give  priority  for  available  units  to  individuals 
or  families  who  are  occupying  substandard  housing  or  are 
involuntarily  displaced  at  the  time  they  are  seelcing  housing 
assistance  under  the  Rent  Supplement  program,  and,  as  a 
conforming  amendment,  would  add  the  additional  priority  for 
applicants  who  are  paying  more  than  50  percent  of  income  for 
rent . 

Elimination  of  the  HUD  certificate  provision  is  consistent 
with  the  general  approach  to  tenant  selection  currently  used  in 
the  Rent  Supplement  program,  under  which  project  owners  have 
primary  responsibility  for  malcing  tenant  selection  decisions  in 
accordance  with  HUD  eligibility  criteria  and  procedures.   This 
proposal  should  have  little  or  no  effect  on  prospective  tenants, 
since  project  owners  have  been  malcing  tenant  selection  decisions 
without  certificates  from  the  Secretary  since  1972,  except  in 
those  few  cases  where  owners  have  asked  for  certificates.   In 
addition,  the  proposal  would  malce  eligibility  determinations 
under  the  Rent  Supplement  program  consistent  with  the  Section  8 
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and  Public  Housing  programs,  and  would  raliava  HUD  of  tha  staff- 
intensive  and  costly  burden  of  issuing  certificates  in  those  few 
instances  where  they  are  requested. 

Adding  the  rent  burden  consideration  to  the  list  of 
priorities  in  section  lOl(k)  is  a  technical  conforming  amendment 
to  make  this  provision  consistent  with  the  current  provisions  of 
section  101(e)  and  the  preference  rules  for  the  other  affected 
assisted  housing  programs. 
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REPEAL  OP  RBQaiRBMENT  FOR  SIGHIPIGANT  OGMMONITy 

REPRESENTATIOK  OK  GOVERNING  BGARD6  OP 

SECTION  202  PROJECTS 

Section  227  would  amend  section  202(d)(2)(B)  of  the  Housing 
Act  of  1959  to  remove  the  requirement  (added  in  1978)  that 
nonprofit  entities  receiving  loans  for  developing  housing  for  the 
elderly  or  handicapped  must  include,  on  their  governing  boards, 
members  selected  in  a  manner  to  assure  significant  representation 
of  the  views  of  the  community  in  which  the  project  is  located. 

A  significant  number  of  national  organisations  which  are 
active  sponsors  of  section  202  housing  have  objected  strenuously 
to  this  requirement.   The  sponsors  have  pointed  out  that,  as 
national  organisations,  it  is  impossible  for  them  to  have 
representatives  on  their  governing  boards  from  all  coninunities  in 
which  they  may  wish  to  operate.   Similar  concerns  have  been 
expressed  by  State-wide  housing  corporations,  as  well  as  county 
and  comnunity  groups,  which  find  it  difficult  to  have 
representatives  from  all  areas  in  which  they  intend  to  operate. 
The  existing  requirement  of  section  202  curtails  participation  by 
many  organisations  which  have  been  organised  specifically  to 
share  resources  and  to  develop  a  more  comprehensive  and 
coordinated  approach  to  providing  housing  for  the  elderly  or 
handicapped.  With  the  exception  of  one  or  two  isolated  cases, 
there  is  no  evidence  of  the  need  for  this  provision. 

This  section  would  also  delete,  as  unnecessary,  the 
requirement  that  the  corporation  have  a  governing  board 
responsible  for  the  operation  of  the  housing  project.   This 
provision  is  unnecessary  since  all  corporations  have  governing 
boards,  and  the  overall  purpose  of  their  activities  as  stated  in 
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TECHNICAL  AMENDMENTS  TO  THE 
UNITED  STATES  HCXJSIIIQ  ACT  OF  1937 

Section  228  would  make  several  technical  amendments  to  the 
United  States  Housing  Act  of  1937. 

Subsection  (a)  would  amend  section  6(c)(4)(A)  of  the  Act  to 
change  the  placement  of  the  clause  providing  a  priority  for 
public  housing  applicant  families  who  "are  paying  more  than  50 
per  centum  of  family  income  for  rent**  to  follow  **substandard 
housing**  to  make  it  consistent  with  other  comparable  provisions. 

Subsection  (b)  would  amend  paragraphs  (4)  and  (5)  of  section 
6(k)  of  the  Act  to  change  **his**  to  **their**  to  conform  to  the 
plural  subject  (tenants)  and  to  eliminate  the  gender-specific 
reference. 
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TIT1«B  III    —  PBOGRAM  AMEMEMENT8  AHD  EXTEHSIpRS 

PART  A  —    niA 

E3rrBfSION  OF  FEEBBAL  R)USING  AIM  IN  I  STRATI  ON 
MQRTQAGBB    INSURiWCE  PROGRAXe 

Section   301  would  extend    (through  September  30,    1987)    the 
authority  of   the  Secretary  of  Housing  and  Urban  Develoiment   to 
insure  mortgages  or   loans  under  certain  HUD-PHA  mortgage  and   loan 
iniu ranee  programs  contained   in  the  National  Housing  Act. 

Under  existing  law,   the  authority  of   the  Secretary  of  Housing 
and  Urban  Develoiment   to  insure  mortgages  and  loans  under   these 
programs  will  expire  on  September  30,    1985.     After  that  date,    the 
Secretary  may  not  insure  mortgages   or  loans  under  any  of  the  major 
KD-IHA  insuring  authorities  contained   in  the  National  Housing  Act, 
except  pursuant   to  a  commitment   to  insure   issued  before  that   date. 

Extensions 

Insuring  authorities  which  will  expire  on  September  30,    1985, 
and   are  proposed   for  extension  through  September  30,    1987,    include 
those  for   the  following  |]UI>-niA  mortgage  or  loan  insu ranee 
programs  s 

Title  I   —  property  improYcroent  and  manufactured  heme   loan 
iniuranee; 

Section   20  3  —  basic  heme  mortgage   insurance; 

Section   207  —   rental  housing  insuranee; 

Section   213  —  cooperativo  housing  insurance; 

Section  220  —   rehabilitation  and  neighborhood  conservation 
doming  insurance; 
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Section  221  —  housing  for  moderate- ineoroe  and  displaced 
families; 

Section  223  —  miscellaneous  housing  insurance,  including 
insurance  in  older,  declining  urban  areas  and  for  existing 
multifamily  housing  projects  and  hospitals; 

Section  231  —  housing  for  the  elderly; 

Section  233  —  experimental  housing; 

Section  234  —  mortgage  insurance  for  condominiums; 

Section  237  —  special  mortgage  insurance  assistance; 

Section  240  —  homeowner  purchases  of  fee  simple  title; 

Section  241  —  supplemental  loans  for  multifamly  housing 
projects,  health  facilities  and  energy  conserving  improvements; 

Section  243  —  homeownership  for  middle-income  families; 

Section  244(d)  —  mortgage  insurance  on  a  coinsurance  basis 
generally; 

Section  244(h)  —  mortgage  insurance  on  a  coinsurance  basis 
for  rental  rehabilitation  property; 

Section  245  —  mortgage  insurance  on  graduated  payment  and 
indexed  mortgages; 

Section  247  —  single  family  mortgage  insurance  on  Hawaiian 
home  lands; 

Section  248  —  single  family  mortgage  insurance  on  Indian 
reservations; 

Section  251  —  adjustable  rate  single  family  mortgages; 

Section  252  —  shared  appreciation  mortgages  for  single 
family  housing; 
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Seetlon  253  —  itiared  appreeiation  mortgagai  for  niultlfanilly 
tiouiingi  and 

Title  X  —  mortgage  Imuranee  for  land  deYelopment. 
The  proposed  extent  I oni  of  the  above  listed  mortgage 
insuring  authorities  are  designed  to  guarantee  the  continued 
lYailability  of  fHA  mortgage  insurance  and  thus  to  maintain  and 
tnhance  the  Department's  capacity  to  contribute  to  achieving  the 
sational  housing  goal  of  "a  decent  home  and  a  suitable  living 
inviromnent  for  every  American  family." 

Expirations 
Extensions  have  not  been  included  for  a  number  of 
programs.  Many  of  these  programs  are  little  used  either  because 
of  diminished  donand  or  because  financing  needs  are  being  met  In 
"^lie  private  lending  market.   In  order  to  avoid  a  clash  between 
^^npeting  public  and  private  credit  donands  and  to  better  direct 
^«deral  credit  programs  to  those  areas  of  actual  needy  the 
^ allowing  programs  are  not  extended! 

Section  SSS  —  mortgage  insurance  for  servicMneni 
Section  SS2  —  mortgage  Insurance  for  nursing  homes , 
Imtermediate  care  facilities,  and  board  and  care  homesi 

Section  SS9(h)  and  (m)  — homeownership  for  lower  income 
rmiiesi 

Section  SS9(q)  —  countercyclical  economic  stimulus ; 
Section  242  —  mortgage  insurance  for  hospitalsi 
Title  VIII  —  armed  services  housing;  and 
Title  XI  —  group  practice  facilities. 


Digitized  by  VjOOQIC 


2646 


The  program  of  mortgage  Iniuranea  for  ierYic«iMii  under 
leetion  222  would  be  permitted  to  expire  on  8eptend>er  30,  1985. 
Military  peraonnel,  Ooaat  Guard  peraonnel,  and  employee!  of  the 
National  Oceanic  and  Atmoapheric  Adminiitration  certified  at 
requiring  houiing  by  the  Secretariei  of  Defenie,  Traniportation 
and  Ooomerce,  reipeetiYely,  are  eligible  under  thii  program. 
HoweYcr,  lince  the  Department  of  Defenie  no  longer  participate! 
in  the  program,  it  ia  rarely  uied.  In  fiical  year  1984,  only  40 
homei  were  iniured  under  the  lection  222  program. 

The  authority  to  iniure  mortgagee  for  nuriing  homei, 
intermediate  care  facilitiei,  and  board  and  care  facilitiei  under 
lection  232  would  be  permitted  to  expire  on  September  30,  1089. 
Many  facilitiei  currently  in  exiitence  have  been  developed  and 
financed  without  the  benefit  of  federally  iniured  mortgagee. 
Section  232  hai  not  been  a  htgh-Yolume  mortgage  iniurance 
program,  and  there  appeari  to  be  no  reaion  to  bell  eve  that  the 
private  marlcet  cannot  meet  the  financing  needi  of  luch  facilitiei 
in  the  abience  of  the  lection  232  program.   In  fiical  year  1084, 
only  37  mortgagee  were  iniured  under  the  232  program. 

Authority  to  contract  to  malce  aiiiitance  payment!  under 
lection  235(h)  (homeowner ihip  for  lower  income  familiei)  will 
expire  September  30,  1085.  Authority  to  iniure  theie  mortgagee 
under  lection  235(m)  alio  expiree  September  30,  1085,  except 
puriuant  to  previoui  conmitmenti.  No  extern  ion  ii  requeited  for 
lectioni  235(h)  and  (m).   In  light  of  the  budget  deficit,  thii 
program  ihould  not  be  extended.  To  the  extent  houiing  aiilitance 
ii  provided,  it  Ihould  be  made  available  to  thoie  moit  in  need. 
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rattier  than  to  a  narrow  group   of  potential   hcmebuyert.:    All 
lupplemental   appropriations  for   aeetion  235  program  provided    in 
the  Second  Suppleroental  Appropriationi  Aet,    19S4   (Pub.   L.    9S-S96, 
approved  August   22,    1924)*  will   be  committed  before  the  September 
SO,    1225  expiration  date  of   the  program. 

The  section  235(q)    authority  (countercyclical   economic 
itimulus),   scheduled   to   expire  on  September  30,    1225,    is   not 
proposed  for  extension.     This  emergency  authority  has  never  been 
activated. 

The  authority  to    insure  mortgages  for  hospitals  under 
lection   242    is   not  proposed  for  extension  beyond  the  current 
2eptember  20,    1225  expiration  date.     The  Adninistrat ion's 
attempts   to  bring  cost  contaimnent   to  the  health  and  medical 
lector,   plus   the  fact   that  many  areas  already  have  a  surplus  of 
hospital  beds,  suggest   that  only  a  very   limited  need  exists  for 
financing  hospitals.     Since  the  private  market  has  provided 
financing   to  many  existing  hospitals  and  appears  quite  capable  of 
meeting  credit   needs   in  those  few  cases  where  new  hospital 
construction    is  appropriate,   extension  of   section  242   is   not 
being  sought.     Only  five  projects  were    insured  under  section  242 
in   fiscal   year   1224. 

The  authorit-y  to    insure  armed   services  housing  under  Title 
VIII  of   the  National  Housing  Act    (sections  2  09  and  910)    is    not 
proposed   for  extension  beyond   the  current  September  30,    1995 
expiration   date.     These  programs  have  been  inactive  for   several 
years.     No  applications   for   insurance  under  title  VIII  are 
currently  pending. 


Digitized  by  VjOOQIC 


2648 


Finally,  there  hai  been  little  aetivity  under  the  Title  XI 
authority  to  insure  group  practice  facilitiei*  luggepting  that 
whatever  need  eziits  it  being  met  adequately  by  the  private 
nMtrket.  Accordingly,  no  further  eztenilon  of  this  authority  it 
being  fought. 
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SeetloD  SOS  woiilds 

(1)  AoMBd  teetloD  2S2(i)(2)(B)  of  the  Natioaal  Hotttlng  Aet, 
irtiieli  ettablitbet  authority  to  iaaure  loans  for  tbo  purchato  and 
inttallatioa  of  fire  safety  eqaipawnt  in  narsing  boaMS, 
intenaidlate  eare  faellities  and  board  and  eare  boaMS,  to  peralt 
tbe  borrower  and  lender  to  negotiate  tbe  Interest  rate  on  tbo 
loan.  JnMndInf  tbis  seetlon  would  establlsb  eonslsteney  witb 
seetion  SS2(d)(S)(B)  and  otber  provisions  of  tbe  Aet  tbat  provide 
for  a  negotiated  laterest  rate.  Section  4M  of  tbe  Housing  and 
Urban-Snral  Beeovery  Aet  of  IMS  deleted  tbe  Seeretary's 
aatborlty  to  set  nazfanMi  laterest  rates  on  a»st  of  tbe  otber 
■ortgage  and  loan  Insurance  prograaw*  but  section  SSS(I)(S)(B) 
was  Inadvertently  omitted. 

(S)  ibnend  sections  SSSCai)  and  (q)  to  clarify  tbe  expiration 
date  of  tbe  pregrsnw  covered  by  tbose  subsections. 

(S)  Cbange  an  Incorrect  reference  In  section  SSfdXD  from 
subsection  "(b)"  to  "(f)(4)." 

(4)  (3uuige  an  incorrect  capitalisation  of  tbe  word 
^forigager"  In  section  S47(a)(S). 

(5)  Ibiiiii  sections  S4«(a)  and  (d)  of  tbe  Act,  wblcb  are 
concerned  witb  single  family  nwrtgage  Insurencc  en  Indian  lands, 
to  use  tbe  defined  term  "trust  or  oiberwise  restricted  land" 
consistently  in  sectlen  S4t. 

(•)  ibnend  section  SSS(b)  of  tbe  Act  to  base  tbe  def  iultlen 
ef  "net  appreciated  value"  In  tbe  ■ultlfamlly  sbared  nppreclntfen 
■ortgnge  pregroni  on  tbe  actual  project  eeet  after  eumpletien#  na 
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approved  by  the  Secretary,  rather  than  baaing  it  on  the., 
apeeulativa  measures  of  estimated  value  or  replacement  coat. 
Uaing  the  actual  cost  would  eliminate  the  possibility  that  the 
mortgagee,  at  the  time  of  sale,  would  be  entitled  to  share  in 
residual  receipts  notes  that  had  been  executed  by  the  mortgagor 
during  construction.  This  amendment  also  should  help  to  minimise 
cost  increases  because  mortgagees  would  have  an  incentive  to 
limit  change  orders,  and  thereby  increase  the  amount  of 
appreciation  to  be  shared. 

(7)  Amend  section  253(c)  of  the  Act,  which  is  concerned 
with  insurance  benefits  in  the  event  of  default,  to  indicate  that 
multifamily  shared  appreciation  mortgages  are  obligations  of  the 
General  Insurance  Fund,  rather  than  the  Mutual  Mortgage  Insurance 
Fund. 

(8)  Amend  section  809(f)  to  clarify  the  expiration  date  of 
the  program  covered  by  the  section. 

(9)  Amend  section  810(h)  of  the  Act  to  conform  with  other 
provisions  of  the  Act  that  provide  for  a  negotiated  interest 
rate.  This  sroendment  will  have  no  substantive  effect  on  the 
mortgage  insurance  program,  but  simply  deletes  the  Secretary's 
authority  to  set  a  maximum  interest  rate.  Section  810(k)  is  also 
amended  to  clarify  the  expiration  date  of  section  810. 

(10)  Amend  section  1101(a)  to  clarify  the  expiration  date 
of  section  1101. 

(11)  Change  an  incorrect  reference  in  section  48S  of  the 
Housing  and  Urban-Rural  Recovery  Act  of  1983  from  "such  Act"  to 
"the  National  Housing  Act". 
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E3CPittlDBD  AUIBDRITY  FOR  SffTTIMG  mSUIMIIGB 
PREMIOf  CHARGES  ON  TITLE  I  LOillfS 

Saetion   303  would  amend   section  2(f)  of   the  National  Housing 
Aet    to  giYe  the  Secretary  more   flexible  authority  for  setting 
insurance  premiun  charges  under  the  Title  I   property  improYcment 
and  manufactured  heme  loan  programs. 

Section  S(f)  currently  gives   the  Secretary  authority  to   fix 
a  premium  charge  under  the  Title  I  program  based  on  a  percentage 
of    the  net  proceeds  of  the  loan,   not  to  exceed  one  percent  per 
year»   for  the   term  of  the  loan.     Under  this  authority,  HUD 
eollects  premiuns   on  Title  I    insurance  in  force  at  an  annual  rate 
of   .50  percent  of  the  net  proceeds  for  property  improvement  loans 
and    .54  percent  of   the  net  proceeds  for  manufactured  heme 
loans.     Because  of  the  statutory  language,   the  lender  must  pay 
the  same  premiun  charge  for  each  year  that   insurance  on  the  loan 
is  in  force. 

Experience  under  the  Title  I  program  indicates   that  the 
highest  probability  of  a  claim  occurs  within  the  first  three 
years  after  the  loan  is    reported   for   insurance,  with  the  claims 
rate  dropping  sharply  about   five  yoars  into  the  loan  term.     Thus, 
deficits  are  much  higher  during  the  early  years  of  any  annual 
group  of  loans,  with  the  losses  being   recouped   to   some  extent 
during  the  later  years  by  the  premiun  charges  on  those   loans  that 
run  for   the   full    term.      In   recent  years,    fluctuations   in  the 
mount  of   insurance  written  under  the  Title  I   program  have 
resulted  in  annual  deficits  based  on  a  comparison  of  premiun 
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income  with   the  amount  of  elaimi   paid.     While  the  Secretary  eould 
increase  the  premium  charge  for  all   new  loans   in  order   to  offset 
these  annual   deficits,    this  would  not   resolve  the   inequities  of 
the  present   system. 

The  Secretary  needs  authority  to  be  able  to  collect  a  higher 
premium  charge  during  the  early  years  of   the   loan  when  the  risk 
is  greatest.     The  amendment  would  give  HUD  the  flexibility  (1)   to 
charge  a  percentage  of   the  outstanding  loan  balance  during  the 
year   (as   is   authorised  under  Title  ID;    (2)   to  charge  a   level 
premium  for  a   fixed  number  of  years,   but   for   some  period   leii 
than  the  full    term  of   the   loan;    (3)   to  charge  a  declining 
percentage  of   the  net  proceeds i   or   (4)   loroe  combination  of 
these.     Whatever  the  basis   adopted  by  regulation,   the  premiun 
would  continue  to  be  collected   in  advance  and  would  continue  to 
be  subject   to  an  aggregate    limit   equivalent   to  one  percent  per 
year  of   the  net  proceeds  for   the   term  of   the   loan. 
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•  MORTQAGBS  ON  BkWil  IM  HOME  LMfDS  iMD 

INDIAN  LAWjS  TO  BE  0BLIQATI0N8  OP  1RB 

GENERAL   IN8URANCS  FCID 

Section   304  would  amend  leetloni   247  and  S4S  of   the  Mitional 

HouilngAet   to  provide  that  raortgagei   iniured  puriuant  to  either 

leetion  would  be  obligationi  of   the  General   Intu ranee  Fund. 

Currently*   any  mortgage   iniured  puriuant  to  either  leetion  would 

be  an  obligation  of   the   fund  applicable  to  the  ipecific  lection 

of   the  Act  under  which  the  mortgage   ii    iniured.     Since  moit  of 

theie  mortgagee  are  expected   to  be  iniured  under  lection  SOSCb), 

they  would  be  obligationi  of   the  Mutual  Mortgage  Iniurance  Fund 

(IMIF). 

Hawa  i  i  am 

In  attempting  to   implement  lection  247  of   the  National 
Houiing  Act,   the  Department  diicoYcred  that   the  Hawaiian 
Horaelandi  Ooomiiiion    (HHC)  Act    (part  of   the  Hawaii   Oonititut ion) 
contained  ipecific  rulei  which  control   every  aipect  of   land 
ownerihip  and   financing.      It   ii    in  part  due  to  theie  reitrictioni 
that   there    ii  currently  no  private  lending  activity  for  home 
acquiiition  on  Hawaiian  Horaelandi.     The  Department  conducted 
nagotiationi  with  the  mC  to  lee  what  program  could  be 
implemented  which  would  require   the  feweit   reviiloni  to  both 
their  Conititution  and  HDD'i   itatute.     The  reiulting  program  now 
being  deiigned  providei   that   the  HHC  wi  11   receive  virtually  all 
of   the  mortgage  iniu ranee  prendun  (MIP)   and  aisime  all   the  riik 
of   loll.     A  imall   portion  of   the  MIP  would  be  retained  by   the 
Department   to  cover  coiti  of   reviewing  creditworthineii  and  other 


Digitized  by  VjOOQIC 


2654 


procMtlng  eotti.     While  different  in  outline  from  other  FHA 
progremit    ineluding  Indians,  both  the  Department  and  the  Hamiian 
Homeland  Comniiiion  have  agreed   that   thia  program  deiign   it 
▼iable. 

Sinee  the  HHC  under  thii   negotiated  program  deiign  retaini 
▼irtually  all  of   the  MIP  and  aiiimei  all  of  the  riik,    it  ihould 
not  have  to  make  the  diitributioni   the  Secretary  it   authorised  to 
make  under   the  IMIF  to  the  mortgagor  upon   termination  of   the 
iniuranee  obligation  where  national  elaim  ezperienee  for  a 
partieular  elan  of  mortgagee    it  better   than  predicted.     Making 
theie  mortgages  obligations  of   the  General   Insure  nee  Fund  also 
would  not  increase  potential  appropriation  requests  since  the  mC 
would  be  reimbursing  HUD  almost    imned lately  for  any  losses. 

Indians 

Mortgages  for  homes  on  Indian   lands  are   likely  to   involYe 
greater  risks   than  other  mortgages  under   the  MtflF,   due  to  the 
unique  nature  of   the  ownership  of   these   lands  and   the 
restrictions  which  are   imposed  on  their  sale  or   lease.     The 
extent   of   these  risks  wis   recognized  by  the  Congress   in  providing 
for   up   to  a  three  percent  mortgage  insurance  premium  under   the 
Indian  program,   and    in   its   reimbursement  and   security  features. 
While  these  provisions  are  intended   to  prevent   losses   to  the 
MflF,    it    is    questionable  whether   they  will   be  sufficient. 
Therefore,    in   order    to   avoid  any  possibility  of   Jeopardizing  the 
solvency   of   the  MflF,   mortgages  under  section  248   should  be  made 
obligations  of   the  General    Insurance  Fund. 
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REPEAL  OP  RBQDIREMBNT  TO  PUBLISH  PBOTOTYPB  KXJ8I1IQ  CXXT8 
FOR  ONE-  TO  rODR-FillOLT  UNITS 

Section  SOS  would  ropoal   soetion  904  of   tho  Housing  and 

Oonnwnity  Dorolopnent  Anontecnts  of   1977 »  whieh  roqui  ros  HOD  to 

proparo  and  publish  annually  prototype  housing  eosts  for  one-  to 

four-fanlly  dualling  units  for  aaeh  of  tha  approzima taly  6 SO 

housing  marlcat  areas   in  the  United  States.     Publieation  of 

prototype  eosts  under  section  9  04  is  expensive  and  unnecessary. 

The  legislative  history  of  this  provision  gives  no  specific 

reason  for  the  requirement   to  publish  this  information  other  than 

for  "public"   information.     These  cost   figures  are  not  used  for 

operating  any  HOD  program.     Neither  the  general  public  nor  any 

public  agency  or  private  entity  has  expressed  the  view  that  the 

information   is  useful.     The  main  area  of  conment  has  been  from 

■»rtgagees»   builders  and  developers  challenging  the  accuracy  of 

the   figures. 
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AITmORITT  FOR  INGREAflBD  mRTQAGB  UNITS  FOR 
MULTIFillOLT  PROJECTS    IN  HIGH-COST  ARBflS 

Seetion   SOS  would  amend   seetions  S07(e)(S),   llS(b)(l), 
SSO(d)(S)(B)(iii),    SSl(d)(S)(ii),   SSl(d)(4)(li),    ISl(e)(l)  and 
S34(a)(S)  of  tha  National  Housing  Act   to   ineraasa  tha  naxinnm 
high-cost  araa  adjustmant  faetor  from  7S  pare  ant   to  110  pare  ant 
of  tha  basie  mortgage  limits  for  dwelling  units  of  various  sisas 
and  types   (90  pereent   in  the  ease  of  Tandem  projaets).     Tha 
Seeretary*s  authority  to  approve  higher  limits  on  a  projaet-by- 
projeet  basis  up   to  140  pereant  of  the  maximum  dollar   limits   (90 
pereent  for  Tandem  projaets)  would  not  be  ehanged. 

Baeh  of  these  sections  of  the  Aet  provides  the  Secretary 
with  discretionary  authority  to   increase  the  raazimisn  dollar 
amounts  on  insured  mortgages  by  not  more  than  7S  percent  in  any 
geographical  area  where  the  Secretary  finds  that  cost   levels 
require  such  an  increase.      In  addition,  where  the  Secretary 
determines   that   it    is   necessary,   the  maximim  dollar  amounts  may 
be  increased  on  a  proJect-by-proJect  basis  by  not  more  than  140 
percent,  or   90  percent   for  Tandem  projects  under  seetion  SOS  of 
the  WIA.      (Section   SOS  was    repealed  by   section   4SS  of  the  Housing 
and  Urban-Rural  Recovery  Act   of   19SS,   but   a  number  of  projects 
remain  in  the  pipeline.)     The  Secretary's  exception   authority  for 
individual   projects  was   increased   from  90  to    140  pereent  by  the 
Further  Continuing  Appropriations  Aet,    19S3   (P.L.   97-S77), 
enacted  December  21,    19S2.     However,   no  conmensurate   change  was 
made  to  the  75  pereent  high-cost  area    limitation. 
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In  imp lamenting  these  proviiionit  HUD  periodieally  reviews 
local  construction  cost  levels  and  establishes  a  percentage 
increase  for  each  high-cost  area»  within  which  the  field  office 
may  approve  mult  if ami  ly  projects  without  Headquarters  review. 
However,  in  areas  where  cost  levels  exceed  the  7S  percent 
limitation,  nearly  all  multifamily  projects  must  be  referred  to 
Headquarters  for  a  project-by-project  determination. 
Headquarters  review  does  not  presently  cause  excessive  delays, 
but  greater  delays  may  occur  in  the  future  as  more  areas  bump  up 
against  the  7S  percent  high-cost  area  limitation.  At  present, 
there  are  19  metropolitan  areas  which  are  at  the  7S  percent 
limitation  for  all  multifamily  buildings,  and  another  7 
metropolitan  areas  which  are  at  the  7S  percent  limitation  for 
elevator  buildings.  Cost  levels  in  many  of  these  areas  could 
Justify  increasing  the  area  limit  above  the  current  7S  percent 
high-cost  area  limitation.  An  increase  in  the  high-cost  area 
limitation  from  7S  to  110  percent  would  streamline  FHA  processing 
by  permitting  HUD  field  offices  to  review  and  approve  higher  cost 
projects  within  the  maximum  limits  set  by  Headquarters,  without 
the  need  for  Secretarial  oversight  of  individual  projects  or  an 
increase  in  the  basic  dollar  limits. 

In  light  of  the  subsidy  levels  which  Tandem  projects  enjoy 
and  the  higher  subsidy  costs  which  would  result  from  larger 
Tandem  mortgages,  the  special  90  percent  limit  would  continue  to 
apply  to  the  small  number  of  projects  remaining  in  the  Tandem 
p  i  pe 1 i  ne . 
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DQOBLB  DAMAGES  RSIBST  FOR  OfAITinORIZED  UBB  OF 
MULTIFillOLT  BOOBING  PHOJBCT  ASSETS  illlD  INGXliB 

Seetion   307  would  •zpAiid   the  ability  of   tho  SoeroUry   to 
do  tor  tho  UBO  of  the  aisotB  and  Ineomo  of  multlfanlly  housli^ 
projects  under  the  National  Houiing  Act   in  violation  of  the 
project*!   refulatory  agreement   or  applicable  regulations  by 
enacting  a  double  damages  civil  recovery  statute.     Currently,  the 
only  civil   remedy  available  to   recover  project  assets  and  income 
that  are  used    in  violation  of   these  requirements   Is  a  suit   for 
civil   recovery.      In  addition,   section  SS9(b)  of  the  Itetional 
Housing  Act  provides  a  criminal   penalty  of  a  $S»000  fine  or  a 
prison  term  of  up   to  three  years   in  Jail»   or  both,   for 
unauthorised  use  of  project   rents  or  other  funds. 

Congress   added  section  239  to  the  National  Housing  Act   in 
1968  because  civil  actions  for  recovery  nere  viened  as 
ineffective  as  a  means  of  discouraging  misuse  of  project   rents   or 
other  funds.     Therefore,  Congress  established  a  criminal 
punishmsnt  of  a  fine  or   Impr isonnent,   or  both.     However,   this 
criminal   statute  has  not  been  as  effective  a  deterrent  as  was 
hoped,   and    is   not  broad  enough   to  cover  all   project  assets.      In 
addition,  HDD  recognises   that   not  all  wrongful   conduct  warrants 
the  severity  of  a  criminal    fine  and   impr  isomnent  and.    In  certain 
cases,   civil   relief   is  more  appropriate.     However,  HDD*s  present 
civil    remedy  of   recovering  the  amount  of  the  project  assets  and 
income  used    is   an   insufficient  deterrent.     The  only  risic  for  such 
an  owner    is    to  pay  back  those  amounts,   plus   interest. 

The  civil  double  damages   remedy  would  be  enforceable  against 
project  owners  violating   the  project    regulatory  agreement's 
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prohibition  against   unauthorised  use  of  project  assets  or   income 
for   non-projeet-related  or  otherwise  unapproved  uses. 
Paragraph  6  of  the  Department's  standard   form  of  regulatory 
agreement  for  multifamily  projects  with  mortgages   insured  under 
the  National  Housing  Act  does  not  permit    the  unauthorised  use  of 
project  assets   or  Income. 

Under  the  regulatory  agreements,  all  books  and  accounts 
relating  to  the  operation  of  the  mortgaged  property  and  the 
project  must  be  kept   In  accordance  with  the  requirements  of  the 
Secretary  and  In  reasonable  condition  for  proper  audit.     The 
statute  would  provide  that  use  of  assets  or   income  without 
adequate  docimentation  would  constitute  a  prima  facie  case  that 
the  assets  and   Income  were  used   in  violation  of  the  regulatory 
agreement.     The  statute  reaffirms  the  mortgagor's  obligation  to 
maintain  books  and  records  in  accordance  with  the  requirements  of 
the  Secretary  and  In  reasonable  condition  for  proper  audit. 
Where  the  books  and  records  do  not  establish  that   the  use  was 
made  for  a  reasonable  operating  expense  or  necessary  repair,   the 
statute  confirms  HDD*s   right   to   recover  damages  for   such  an 
unauthorised  use.     For   fiscal  years   1980  through  1984»   the  Office 
of   Inspector  General  disallowed  $17.3  million   in  costs  charged  to 
project   accounts  and  questioned  $17.5  million  in  costs   charged  to 
project  accounts.     The  Office  of   Inspector  General   questions  a 
cost  when  there   is  insufficient  documentation  relating  to  that 
cost.     During  this    time  period,   the  Department  only  recovered  8 
percent  of  questioned  costs.     The  Secretary's  ability   to   recover 
these  questioned  costs  would  be  greatly   improved   if   improper  use 
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of  project  assets  and    income  could  not  be  hidden  behind 
inadequate   recordkeeping.      Inadequate  books  and  records  provide  a 
mechanism  for  ovsiers  who  use  project   assets  and    income  without 
authorisation   to  argue  that  a  "questioned  cost**   is   not   a 
proveable  unauthorised   use.     This    escape  hatch  exists  at  great 
cost    to   taxpayers  and    is  a  material   frustration  for  HUD  in   its 
attempts   to   ensure   compli ance  with   the  regulatory  agreement. 

The  statute  also  would  provide  that   the  Secretary,  at   the 
Secretary's  discretion,   could  apply   recovered   funds   to  the 
project   accounts   or   to  the  applicable  insurance   fund,   or  deposit 
them  in  the  Treasury  of   the  United  States.     Recoveries  now  go  to 
the  Treasury  in  most  cases,  which  precludes   the  Department  from 
minimising  the  actual   damage  caused.      In  addition,   the  statute 
would  provide  that   the  Attorney  General  could  bring  an  action 
under  this   authority  at  any   time  up   to  six  years  after  the  latest 
date  the  Secretary  discovered  any  use  of  assets   or  income  in 
violation  of  applicable  requirements.     This  would  give  the 
Department   the  time  needed   to  discover  the  extent  of  use  of 
assets  and    income   in  violation  of   the  regulatory  agreement  before 
tolling  of   the  statute.     Finally,   the  statute  would  give  the 
Attorney  General,   upon  request   of   the  Secretary,   sole  right   to 
initiate  proceedings,   thus  preventing  third-party  and  mandsmus 
suits. 

This   double  damage  approach   is  consistent  with  other 
enforcement   statutes   that  provide  civil,  multiple  dmages  as  well 
as  criminal   remedies,   such  as   the  Sherman  Antitrust  Act   treble 
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4uHC«s  aeticHi;  patent  treble  6mmg€9  eetlonsi  double  rlwufee  end 
a  $Stiii  forfeltere  eeder   the  False  Claine  Aet|  and  the  reeeatlf 
caaeted  Seearities  aad  Bzehanfe  CoanUeloa'a  treble  rlwufe  tmm&f 
for  iaaider   tradlac* 
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PART  B  —  OTHER  PRDORAMS 

RESEARCH  AUTHORIZATION 
Seetion   311  would  authorise  the  appropriation  of  $18»900,000 
in   fiieal   year   1986  and  necessary  sums  for   fiseal   year   1987  for 
the  Department's   research  and   technology  program.     Particular 
areas  which  the  Department's    research  program  will   focus  on 
include! 

—  identification  of   stable  sources  of  housing  finance, 
with  particular  emphasis  on  secondary  market   activities, 
and  analysis   of   the  effects  of  various  Federal,  State, 
and   local    initiatives   on  the  continuing  availability  of 
these  sources; 

--     demonstrations   to   improve  the  quality  of   life   In  ptibllc 
housing  and  the  urban   environment   in  which  public 
housing  residents   live,  with   special  emphasis   on  single 
parent  households; 

—  evaluation  of  the  approaches   to  providing  housing 
assistance   authorised  under   the  Housing  and  Urban-Rural 
Recovery  Act   of   1983,    including  Vouchers  and  Rental 
Rehabi  liUtion; 

—  activities   to    increase   the  efficiency  and  effectiveness 
of  current   assisted  and  Public  Housing  programs; 
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identif  ieation  of  new  bnildinf  teehnolocy  An<I  regulatory 
stratefies  to  help  neke  housing  more  affordable;  and 

—  analysis  of  eurrent  Departmental  aetivities  to  promote 
voluntary  eoraplianee  on  fair  housing  and  prevent 
discrimination,  and  i dent ifieat ion  of  new  strategies  to 
promote  fair  and  non-diseriminatory  housing. 

Inclusion  of  the  $16.9  million  funding  authorisation  for 
fiscal  year  1985  is  a  technical  amen<taent  to  reflect  the  amount 
which  was  in  fact  appropriated  for  research  and  technology  for 
fiscal  year  1985. 
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FAIR  HDUSmG  miTIATIVBS  PKXSAM 
As  part  of    its  effort   to  enforce  Title  VIII  and  further  fair 
housing,  HDD,    through  its  Fair  Housing  Assistance  Program  (IHAP), 
has  provided   funding  for  a  variety  of  fair  housing  aetivities   to 
Conmunity  Housing  Resource  Boards   (GHRBs)»  which  provide 
monitoring  and   implementation  assistance  to  local  housing 
industry  groups   that  have  signed   voluntary  affirmative  marketing 
agreements   (VAWs)  with  HOD  (see  24  CFR  Part   ISO),   and  to  SUte 
and   local   fair  housing  agencies  a<tain  is  taring  fair  housing  laws 
that  provide  rights  and  remedies  that  are  substantially 
equivalent  to  those  provided  under  Title  VIII   (see  24  CFR  Part 
111).     To  strengthen  this  effort,   section  SIS  would  establish  a 
Fair  Housing  Initiatives  Program  (HIIP).     This    new  program  would 
provide  the  means   to  assist  projects  and  activities  designed  to 
enhance  compliance  with  Title  VIII  and  substantially  equivalent 
State  or  local   laws. 

Subsection   (a)  would  authorise  the  Secretary  to  make  grants 
to,   or   to  enter  into  contracts   or. cooperative  agreements  with. 
State  or   local  goveiments  or  their  agencies,   public  or  private 
nonprofit   organisations   or  institutions,   or  other  public  or 
private  entitles   that  are   formulating  or  carrying  out  programs   to 
prevent    or  eliminate  discriminatory  housing  practices.     HDD 
contemplates  providing  funding  for  three  distinct  categories 
under  FHIPt 

The  A^inistrative  Bnforcsnent  Inititative 

The  Private  Enforcement   Initiative 

The  Education  and  Outreach  Initiative 
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These   initiatlvei  will   be  aiftiiiiiistered  by   the  Assiitaat  Secretary 
for  Fair  Houaing  and  Equal  Opportunity. 

Under  the  A<>niniatrative  Enforcement  Initiative,   the 
Secretary  would  provide   funding   to  substantially  equivalent  State 
and   local   fair   housing  agencies   in  support  of   initiatives 
designed   to  broaden  the   range  of  enforcement   and  compliance 
activities   that   they  conduct.      (Substantially  equivalent  agencies 
eligible  for   funding  under   this  program  would   include  State  or 
local  agencies   that  have  entered    into  agreements  with  HDD 
permitting  the  interim  referral  of  complaints  under  24  CPR 
lis. 11.)     The  types  of  projects  that  could  be  funded   ineludet 
(a)  providing  assistance  concerning  applicable  fair  housing  laws 
and  regulations   to  State  and   local  governments  a^inis taring 
housing  and  comnunity  developnent  programsi   (b)   developing  fair 
housing  testing  capacities  for  State  and  local  agencies;   and   (e) 
conducting  investigations  of  systemic  discrimination  for   further 
processing  by  State  or   local  agencies,  HID,  or   the  Departmsnt  of 
Justice. 

This   assistance  would  replace  the  existing  Type  II- 
CooBpetitive  Funding  assistance  currently  provided  under  FRAP  (24 
Cnt  111.103),   except   education  and  outreach  funding  which  would 
be   replaced  by  the  Education  and  Outreach  Initiative  described 
below.      The  Tsrpe  I   -  Nbncompetitive  Funding  component  of  FRAP  (24 
CFR  111.102),   which  provides  assistance   to  substantially 
•quivalent  State  and   local  agencies   for  the  processing  of 
complaints  alleging  discriminatory  practices    referred  to  them 
andcr  Title  VIII,  would  continue  to  be   funded  through  FRAP. 
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Currently,   the  Secretary  has  no  authority   to   fund  direetly 
non-govenmental  efforts    to   enforce  or   ensure  eomplianee  with  fair 
housing  laws.     The  Private  Bnforcfment  Initiative  would  permit 
the  Secretary   to  provide   funding  assistance  to  nonprofit 
organizations   or  other  public  or  private  entities   that  are 
formulating   or  carrying  out  programs   to  prevent   or   eliminate 
discriminatory  housing  practices    (for  example,   private   fair 
housing  organizations  and  civil   rights  groups).     Types  of 
projects  to  be   funded    ineludet      (a)  professionally  conducted 
testing   or  other  investigative  support  for  administrative  and 
Judicial  enforc«nent|    (b)   standardizing  and  refining  fair   housing 
testing  and  other  investigative   techniquesi   (c)   linking  fair 
housing  organisations   regionally  to  address  broader  market 
discriminatory  practices;   and  (d)   establishing  effective  means  of 
meeting  legal   expenses   related   to   the  litigation  of   fair   housing 
cases.     (Consistent  with  existing  administrative  requirements 
governing  the  use  of  Federal  assistance,   the  funding  of 
litigation   against   the  Federal   govermnent  under  FHIP  would  not  be 
permitted. ) 

The  Education  and  Outreach  Initiative  would  provide 
assistance   to  State  or  local  govermncnts   or  their  agencies, 
public  or  private  nonprofit   organizations  or   institutions,  or 
other  public  or  private  entities  that  are  formulating  or  carrying 
out  programs    to  prevent  or   eliminate  discriminatory  housing 
practices    to  develop,    implement,   carry  out,   or  coordinate 
education  and  outreach  programs   designed   to   inform  the  public 
concerning   their   rights  and  obligations  under  Title  VIII  and 
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•ubitantially  equivalent  State  and   local    laws.     Currently,   HDD  is 
authorised   to  support   outreach  and  education  programs  provided  by 
State  and    local    fair   housing  agencies  under  FRAP  Type  II   - 
Competitive  Funding,    and  by  CHRBs.     This   initiative  would  permit 
the  consolidation  of   the  existing  education  and  outreach  programs 
and  would  expand   these  efforts  by  making  assistamje  available  to 
a  broader  universe  of  eligible  parties. 

The  CHRB  funding   set-aside  under  FHAP  would  be   reduced   to 
reflect   the  transfer  of   the  education  and  outreach  aspect  of 
CHRBs    to  FHIP.     CHRBs*    activities  with  local   real  estate  industry 
groups   in  connection  with  VAM^s  would  continue  to  be   funded  under 
FHAP.     CHRBs  would  also  be  eligible   to   receive   funding  under   the 
Education  and  Outreach  Initiative  and   for  activities  that  are 
supportive  of   the  goals  of  the  New  Horizons  program.     New 
Horisons   is   a  national   program  to  assist  States  and   local 
governments   in  planning  and  executing  comprehensive,   comnunity- 
wide  approaches   to   fair  housing. 

Education  and  Outreach  Initiative  assistance  would  encourage 
the  developnent  of  nationally,    regionally,   and  locally  based 
iwdia  empaigns   (written  and  audio-visual  materials)   and  other 
special  efforts    to  educate  the  general  public  and  housing 
Industry  groups  about   fair   housing  rights  and  obligations.     The 
types  of   educational   projects   that  could  be   funded   include  those 
fliiined  att      (a)   developing  informative  material  on  fair   housing 
rights  and  responsibilities;    (b)   developing  fair  housing  and 
fliffirmative  marketing  instructional  material   and  educating 
national,   regional,   and  local  housing  industry  groups;    (c) 
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providing  edueational   leminars  ami  working  saaaiona  for  ehurehaa, 
eonmunity-based  eivie  organisations,   and  other  grouj>s;   and   (d) 
developing  edueational  material    targeted  at  persona   in  need  of 
specific  or   additional    information  on  their  fair  housing  rights. 

The  types   of  outreach  projects   that  could  be   funded 
include!      (a)   developing  advertising  programs   through  the  use  of 
various  forms   of  media;    (b)   bringing  housing  industry  and  civic 
or  fair  housing  groups    together    to  identify  illegal   real  estate 
practices,   and   to   determine  how  to   correct   thcmi    (c)  designing 
innovative  outreach  projects   to  inform  all   persons  of  the 
availability  of  housing  opportunities;   (d)  developing  and 
implementing  a  response  to  new  trends  and  sophisticated  practices 
that   result   in  discriminatory  housing  practices;   and   (e) 
developing  mechanisms  for   the  identification  of,   and  quicic 
response  to,   housing  discrimination  cases   involving  the  threat  of 
physical   harm. 

Subsection    (b)  would  authorise  the  appropriation   for  the  new 
program  of  not   to  exceed  $10,000,000  for  each  of   fiscal  years 
1986  and   1987.     Appropriated  amounts  would  be  available  for 
necessary  expenses  of   the  Secretary  in  carrying  out   the  purposes 
of   the  program,    including  costs  for  promotion  and  raarlcetlng, 
training  and   technical  assistance,   and  evaluation. 
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REPEAL  CP  LBQISLATIVE  REVIEIf  REQaiRBMBNTS 
APPLICABLE  TO  HUD  RBQULATI0N8 

Seetion  SIS  would  repeal   section  7(o)  of   the  Departimnt  of 
Houiing  and  Urban  Developnent  Aet»   the   1978  addition  to  the 
Department's  organisational    statute  that  provides  for  House  and 
Senate  Banking  Committee  review  of  HOD  regulations. 

Under  seetion  7(o),  HDD  is    required   twiee  annually   to  submit 
to  the  Committee  on  Ban  Icing,  Housing  and  Urban  Affairs  of   the 
Senate  and   the  Conmittee  on  Banlcing,  Pinanee  and  Urban  Affairs  of 
the  House  of  Representatives  an  agenda  of  all  regulations  under 
development  or  review  by  the  Department.     During  a  period  of   IS 
congressional   session  days  following  an  agenda  submission,   the 
Department  may  not  publish  for  comment  any  regulation  on  the 
egenda.      If  either  Banlcing  Committee,    in   response  to  the  agenda 
submission,   requests  review  of  particular   listed  regulations  that 
are   to  be  published  for  comnent,   each  requested  regulation  must 
be  submitted   to  both  Conmittees  —  before   its  publication  —  for 
a  period  of   IS  session  days. 

In  addition,   all  HUD  rules  published   for  effect  must   have 
their  effectiveness  delayed  for  a  period  of  SO  session  days 
following  the  date  of  publication.      If,  during   that  period, 
either  Committee  reports   out,   or    is  discharged  from  further 
consideration  of,   a  Joint  resolution  of  disapproval  or  other 
legislation   intended   to  modify   or  invalidate  the  regulation, 
section  7(0)   requires   that   the  regulation's   effectiveness  be 
delayed  for   an  additional   period  of  90  calendar   days  from  the 
date  of   the  Conmittee*s  action.     The  15-  and   SO-day  cloclcs  must 
begin  anew  if   interrupted  by  an  adjournment  of  Congress  sine  die. 
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uid   the  eount  of  ••••ion  day^  •top^  durinf  any  roe •••of  oith^r 
Hou^o  of  moro  than  throo  day^. 

Tho  Dopartment  !•   •ookinf  ropoal  of  •oetion  7(o)  boeau^o   in 
•  ovoral   ro^poet^   it  ealU  for  tho  unconstitutional  oxoreiso  of 
logi^lativo  power  by  a  einflo  eonfro^^ional   ecnmittoo.     Bvon 
boyond  tho  Constitutional    i^^uo^,   thl^   •action  •hould  bo  ropoalod 
boeau^o   in  praetieo  tho  lofi^lativo  roviow  proeo^^  ha^  boon 
•oriou^ly  disruptive  of  the  Department'^  efforts   to  implement 
newly  enaeted   •tatutory  authorities  and  other  policy   initiatives 
without  providing  eompen^atinf  benefit    to  the  Ooomitteos.     Both 
the  IS-day  and   30-day  imitinf  periods  have  eaused  lengthy  delays, 
espoeially  during   recesses  and  adjournments,   even  while  the 
Conraittees  have  aetually  exereised  their  statutory  (but 
unconstitutional)  prerogative  to  review  proposed  rules  before 
publieation  on   few  oeeasions  during  the  six-year  history  of   the 
requi  rement. 

Unconstitutionality  of  Section  7(o) 
Several   pivotal  features  of   section  7(o)  are  elearly  beyond 
congressional  authority  under  INS  v.  Chadha.  U.S.  , 

77  L.BD  tnd  317    (1983).     The  requirement   in  section  7(o)(8)(A) 
that  a  single  Conmittee  of  the  Congress  may  cause  a  delay  in 
publication  of  a  proposed  rule,   simply  by  notifying  the 
Secretary,   clearly  has   the  purpose  and  effect  of   "altering  the    . 
legal   rights,    duties,   and  relations  of  persons,    including  Executive 
officials    .    .    .,   outside  the  legislative  branch   ....**     Under 
Chadha,  lAen  an  action  of   the  Congress  has  such  an  effect,   and 
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the  aetion  taken  le  ether  then  ^  petteir*  of  e  lew  by  both  Houtet 
with  presentment  to  the  President,  the  action  is  beyond  the  power 
of   the  Lefislative  Branch  and    is  unconstitutional. 

For  the  same  reasons,   the  section  7(o)(3)  provision  callinir 
for  90  days*   delayed  effectiveness   of  a   final   reirulation,   based 
on  a  sini^le  Committee's    resolution  of  disapproval,  must  fall 
under  the  Chadha  rationale. 

Finally,   the  7(o)  process  allowinir  HKJD  to  seek  waivers  of 
the  statutory  imitinir  periods    is  const  itutionally  unsound.     Under 
the  statute,   a  waiver  of   the  IS-  and  30-day  waitlnir  periods  can 
be  secured  with  the  approval  of   the  Chairmen  and  Rankinir  Minority 
members  of   the  two  Conmittees.     This  walver-i^rantinf  process  also 
Is  clearly  an  Invalid  exercise  of  lei^lslatlve  power,  and  HUD  has 
refrained   from  request  inf  any  waiver  of   section  7(o)  waitlnir 
periods  since  the  announcement  of   the  Supreme  Court's  opinion   In 
Chadha  almost   two  years  tLgo. 

It   is   clear,   then,   that   the  provision   In  section  7(o)   that 
particular   rules  selected  by  a  Committee  from  an  efenda  not  be 
published   for  comnent  pendinir  review  by  both  Conmittees   Is 
invalid.     The   requirement   that   the  Department  honor  any 
resolution  of  disapproval  action  taken  by  either  Conmittee, 
purporting   to  delay  the  effectiveness  of  a  rule  for   an  additional 
•0  days   is    invalid.     Finally,    the  Department  cannot  avail    itself 
of   the  waiver  procedures  provided   in  section  7(o)(4),  because 
that  process  also    is   constitutionally  defective. 

The  unconstitutional   portions  of   section  7(o)  are  the   law's 
principal   components   —   the  system  for  request  lnir  prepubli  cation 
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review  and   the  delay  procedure  triffered  by  Coanlttee  fesoluttena 
egalnat   final   rules  published  for  effect.     Absent  thV  validity  of 
these  tuo   components,   there   is   no  point  to  any  of  the  other 
components  of  the  scheme.     The  appropriate  course   is  for  the 
Congress   to   repeal   section  7(o)  and   look  to  more  traditional 
forms  of  Icf  islet  ive  overs  if  ht   to  assist   the  Commit  tecs   in 
influeneinf  HUD  policymaking. 

Committee  Exercise  of  Lcfislative  Review 
Throuch  January  198S,  HDD  has  made  11  agenda  submissions  to 
the  Banking  Committees  sinse  the  adoption  of  section  7(o). 
Between  1979  and   1981,   each  Banking  Coonit tee  requested  review  of 
certain  submitted  HOD  rules  on  the  occasion  of  each  HOD  agenda 
submission.     However,   the  last   egenda  submission  to  the  House 
Banking  Committee  that  prompted  a  committee  response  requesting 
review  of  rules  uas  made   in  September  1988.     The  Senate  Comnitte^ 
has   requested  review  of  certain  HOD  rules  only  onse  (in  May 
1984),   the  first   request   received  from  that  Coanittee  since 
August   1981.     Bach  Committee,   then,   has  made  only  one  request  for 
review  of  rules  out  of   the  five  most   recent  egenda  submissions. 
No   regulations  were  requested  by  either  Committee  during  1988, 
nor  in  response  to  the  most   recent  submission   in  January  1988. 
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DelsT  mm6  Disrupt ioa  of  HDD's  Ke^alatory  Fro^roi 
Si  are  aader   seption   7(o)y    the  piblieation  of   rales    reqaested 
froa  •■  a^eada  —   or,   aore   sicnif ieaatly   ia  view  of    tke  record  of 
revests  described  sbove,    rales    aot    listed  oa  aa  a^eadi  •-  aad 
tke  ef feetiveaess    of  all    rales    reqaires    the  passia^  of 
Coa^ressioaal    session    davs ,    tlie  DepartBeat*s    resale  tory  pro^raai 
is   eloselT  liaked   to   the  Coaf^ressioaal    sehedale.      This    liaka^e 
eaases   eaanaaas   delars   ia  the  rale  aaldas  process  aad  distorts 
rccvlaterr  priorities.      This   past   year's   experieaee  c*^P^i^*ll7 
illastrates  botis  of   these  probleaa.      Ia   19t4,   bceaase  of  aad- 
aessioa   recesses,   H7D  ibs  aaable  to  plaa    its   rec«l«tioas 
prodaetioa  oa  the  basis  of  a  projoet*s   relative   iaportaaee*  bat 
iastead   plaaaed  oa   the  basis   of  a*at   type  of   rale  aas  beiaf 
developed.      For  exaaiple,    ia  Jaly  aad  Aafast    IM4,    it  ibs 
Bceessary  for  the  Departaeat   to    foras    its  diaftlaf  aad  revievfaf 
resoarees   alaast    cat  i  rely  oa   rales  beia^  publisbed  for  eff«et« 
These  rales    took  preeadeaee  fvitbaat   rec«vd   ta  tbeir   relative 
li^portaare^   over   all  other    r^^mlmtimms  projects  bceaase    if   they 
were   act  published   by  Aarwt    9«    1914,   they  eaald  act   take  effect 
aatil  «ir^   19fS.      Aa^ast    9  sms  tbe  key  dav  bacaase  oaly  M 
acssioa  days   reaaiaed   betaaea  tbea  mm§   the  scbadaled  October  1 
adjoaraseat.     After  Amfm%x   9.    it  ibs  aseless    to  publisb  a   fiaal 
rale  —   it   coald  aot  take  effect  aatil  «arcb  I99S,  aa  aattcr  afeaa 
ia   1994    it   iBs  pilklished    'Tliis    is  bacaase,   as    aatad  ^iave«   tbe  99 
sessiaa   days    repaired   by  sectioa  T^o)  saat  bei^la  all  aver  afaia 
after   ax  afjoanbect   sit^e  ^e.  ^      It  aas   alaa  aaarai  II  a^  for  WtD  %m 
work  aay   tisc  after  aDiHIeptegdUcr   1994  oa  praps ael  ralaa  t%at  had 
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been  requested    for  prepubli cation   reviewer   that   had  not  been 
listed  on  an   agenda:      their    15-day  prepublieat  ion   review  per!  od, 
if   not   secured   by   the   1984  adjournment  date,    could  not  be 
completed  until    early  February. 

It    is    apparent   that  HUD  cannot  produce  regulations   on  a 
timetable  keyed   to  the   relative    importance  of  particular  policy 
initiatives   and   cannot  pursue   its   regulatory  goals  with  dispatch, 
or   include  a    full    12-month   year   in    its    regulatory  scheduling,   so 
long  as    it    is    bound    to   the  extraneous  considerations   that   section 
7(0)    introduces   into    its   planning  processes. 

The  number  of  occasions    that   either  Banking  Comnittee  has 
conmunicated  concern  about   a  proposed  or    final   rule  based  on  the 
section   7(0)   review  process    is    extremely  small.     Nevertheless, 
while   legislative   review  has    not  been  an  effect Ive  means  of 
reviewing  and   affecting  HUD  policy   on  the  merits,    it    has  been  a 
success  as  a  mechanism  for  delaying  all   rules.     The  delays    remain 
whether   the  Conmittees   actively  participate    in  the  review  process 
or   not. 

Even  without   section   7(o)   the  Department  will  of  course  be 
responsive   to   the  concerns   of  members   of  Congress.      The 
restraints   in  section   7(o)   are  not  necessary   in  order  to  permit 
the  Congress    to   take   action   against  unpopular   rules.     On  a   few 
occasions  when  Comnittee  members  have  expressed  concern  about 
proposed  HID   rules,    it   has  generally  been  after  publication  and 
public  response,   not  before.     Moreover,    it    also    is   clear  that 
Congress  can   address    its  concerns   through  proper   and 
constitutional    legis lati ve  act  ion.      Indeed,    precisely   this 
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procedure  ims  used  with   respect   to   the  only  HUD  rule   invalidated 
by   law  after    enactment   of    section  7(o):      a  rule  covering  HDD 
thermal    requirements   for  minimim  property   standards,   as   applied 
to  masonry  construction    (section   322  of   the  Housing  Coniminity 
Development  Amendments   of    1979). 

But   under  section   7(o)   even  act ive  Congress ional   opposition 
to  a  HID   regulation    is    not    necessary    to  thvnrt  HUD*s   rulemaking 
program.      It    is    enough   for   either  House  of   the  Congress  merely   to 
adjourn.      In  October    1982,    the  Congress  unexpectedly   recessed  one 
week  ahead  of    its  published   schedule.      The  result  was   that   five 
RCD  rules    that   has   already  been  published  with  specific  effective 
dates  had   to  be  corrected    to  postpone   their   effectiveness   from 
October  until  December    1982.     There    is    no   evidence  that   either 
Banking  Comnittee  objected    to   any  of   these  rules   —   they  were 
merely  victims  of   the  ponderous    section  7(o)   process. 

Section   334(b)    contains  a  conforming  amendment  to   delete  a 
reference   to  section  7(o)   contained   in  the  Solar  Energy  and 
Energy  Conservation  Bank  Act. 
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MANUFACTURED  HOMES  PEES 

Section   314  would  amend   the  National  Manufactured  Housinf 
Construction   and  Safety  Standards  Act   of    1974   ("Title  VI")    to 
expand   the  purposes   for   which  HUD  may  collect   and   use   fees. 
Under   the  proposal,    fees   could  cover  HUD* s  costs    (including  costs 
of  contractors   and  State   agencies)   of  carrying  out   all    its 
responsibilities  under  Title  VI.      Existing   section  620    limits   the 
collection  and  use  of   fees    to  carrying  out  Title  VI 
inspections . 

Currently,    a   fee  of   $19  per  manufactured   housing  unit    Is 
collected    in  connect  ion  with    inspection  of    the  unit   for 
compli ance  with   safety  standards   that  HUD  has  developed  under 
Title  VI.      In  calendar  year    1985,   HUD  intends    to    issue  a 
regulation   containing  a  revised    fee  schedule.      The  proposed   fee 
will   be  $16  per  module  --  for  example,   $16  per  single-wide  and 
$32  per  double-wide. 

The  proposed  amendment   reflects  Administration  policy    to 
make  programs   providing  particular   services    to   the  public   self- 
supporting.      Accordingly,   HUD  would  use   the   fee  collections   to 
support    the  Title  VI    program  as   a  whole,    and   not  merely   the 
inspection    function   alone.      The   functions   performed   under 
Title  VI    include    research  and  development;   collection  of 
construction   and    safety  data;    and   promulgation   of    standards   for 
the  construction,    design   and   performance  of  manufactured  homes   to 
address    the  safety,    quality,    and   durability  needs   of  consimers; 
and    implementation  and   enforcement   of   these   standards,    including 
inspections.      At    the  revised    fee   level   noted  above,    fee 
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eolleetioni  are  expected  to  be  nearly  adequate  to  cover  the 
expanded  purposes  for  which  the  collections  would  be  Used.  The 
fees  may  be  adjusted  from  time  to  time,  however,  to  achieve  the 
goal  of  self-sufficiency  for  the  program.   Initially,  any 
shortfall  of  collections  as  compared  to  costs  would  be  funded  by 
amounts  collected  from  fees  in  prior  years,  and  estimated  to  be 
available  in  fiscal  year  1986.   For  fiscal  year  1986  (the  first 
full  year  for  which  the  expanded  authority  would  take  effect), 
based  on  a  projection  of  372,000  modules  to  be  manufactured  and 
assuming  that  the  revised  fee  schedule  is  in  effect,  collections 
are  estimated  at  $5,952,000.   The  costs  of  activities  under  Title 
VI  are  estimated  to  be  $6,807,000  for  that  year.  This  figure 
Includes  HUD*s  staff  and  related  costs,  research  conducted  under 
contracts  (but  not  research  conducted  by  HUD*8  Office  of  Policy 
Development  and  Research),  and  implementation  and  enforcement 
activities,  including  inspections. 

The  proposal  would  not  reenact  the  exception  under  which 
HUD*s  fee  imposition  authority  does  not  apply  in  States  having 
HUD-approved  plans  for  State  enforcement  of  the  manufactured  home 
standards.   The  exception  should  not  be  reenacted  for  a  number  of 
reasons.  All  manufacturers  and  home  purchasers  benefit  equally 
from  the  Federal  standards,  without  regard  to  the  State  in  which 
production  of  the  unit  or  its  use  occurs.   Similarly,  the  fees 
that  have  supported  the  inspection  system,  and  would  support  all 
Title  VI  activities  under  the  proposal,  are  in  fact  uniform 
nationwide  and  should  be  borne  by  all  manufacturers  of  housing 
units,  notwithstanding  the  State  in  which  the  plant  or  factory  is 
located. 
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Under  the  current  fee  syitem,  HDD  and  part iei pat inir  States 
share  portions  of  the  fees  collected  in  the  State.  Pees  have 
been  charged  to  manufacturers  in  participating  States,  under 
State  rather  than  HUD  authority,  and  deleting  the  exception  from 
section  620  would,  as  a  practical  matter,  merely  shift  the 
authority  for  imposing  fees  in  participating  States  to  HUD. 
Deleting  the  exception  would  have  no  substantive  effect,  but 
would  simplify  the  statute,  and  to  some  extent  the  administration 
of  this  aspect  of  the  program. 
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DELETION  OF  MAXIMIM  FEE   FOR  INTERSTATE  LAND  SALES  REGISTRATION 
Section   315  would  amend   section    1405(b)   of   the   Interstate 
Land  Sales  Full    Disclosure  Act    to   delete   the  $1,000  maximim  on 
the  amounts   of    the   fees   that    the  Secretary  collects   for   services 
rendered   under   that  Act.      The  amendment  would    instead   require   a 
reasonable   fee,  without    statutory   specification  of   the  maximim. 

HUD  has  collected   a   fee   from  developers  for   registration  of 
subdivisions  since  the  OILSR  program  started,   and   a   revised   fee 
schedule  was   published    in   the  Federal   Register  on  August    6,    1984 
(49   FR  31366). 

The  revised    fee  schedule,    as  well   as    the  proposed  amendment 
to   section   1405(b),    reflect  Administration  policy    to  make 
programs   providing  particular  services   to   the  public  self- 
supporting.      HUD  has    no  plans    to  make  any  major   further    revisions 
in   the  fee  schedule,    even   if   the  max imun  amount   is   deleted,    since 
collections  based  on  the   revised   fee  schedule  are  expected   to  be 
nearly  adequate  to   cover  costs  of    the  Interstate  Land  Sales 
Registration  program.      In   this    regard,   on  the  basis   of  an   average 
of   program  activity  for   fiscal    years   1982  through  1984,    fee 
collections   would  have  been   $972,000  per    fiscal   year  under   the 
revised  August    1984   fee   schedule.      Under  this    revised   fee 
schedule,   collections   of   $1.2  million  are  projected   for   fiscal 
year    1985,    as   compared  with   projected   expenses   for  program 
operations   of   $1.3  million   for   the   same  period. 
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While  the  amounts  and  purposes  of  the  foregoing  fees  now 
nearly  cover  the  program*s  costs,  some  minor  revisions  may  be 
needed  in  the  future  to  close  the  gap  between  the  amounts  of 
collections  and  these  costs.  Whenever  such  minor  revisions  may 
be  undertaken,  HUD  believes  that  the  process  can  be  better 
disciplined  if  the  statute  does  not  prevent  a  fee  in  excess  of 
$1,000.  Accordingly,  deletion  of  the  $1,000  maximum  on  fee 
amounts  is  proposed  now,  even  though  that  ceiling  is  not  expected 
to  be  exceeded  in  the  foreseeable  future. 

If  in  the  future  it  appears  desirable  under  the  foregoing 
Administration  policy  to  revise  the  fee  schedule  once  again, 
those  fees  currently  below  $1,000  on  the  schedule  might  well 
remain  below  this  current  maximum,  since  as  shown  below,  there 
may  be  ample  opportunities  to  adjust  the  fees  without  disturbing 
the  $1,000  maximum  for  filing  statements  of  record  for  large 
subdivisions. 

Currently,  the  fee  schedule  provides  for  payment  of  $800  for 
filing  a  statement  of  record  to  register  subdivisons  of  200  or 
fewer  lots,  and  $1,000  for  subdivision  of  201  or  more  lots.   In 
this  connection,  the  fixed  cost  component  of  the  program's  total 
costs  related  to  registrations  is  relatively  constant, 
notwithstanding  the  size  of  the  subdivision.   Variable  costs, 
however,  related  mostly  to  enforcement,  are  estimated  to  be 
somewhat  higher  for  the  larger  subdivisions.   The  difference 
between  the  fees  for  larger  and  smaller  subdivisions  reflects  the 
foregoing  situation.   The  current  fee  schedule  also  includes 
charges  of  $500  for  an  advisory  opinion  or  an  exemption  order; 
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$800  to  keep  an  existing  statement  of  record  valid  when  101  or 
more  lots  are  unsold  at  the  end  of  any  year;  and  $800  to 
reactivate  a  suspended  statement  of  record  unless  there  are  100 
or  fewer  lots  covered  by  the  statement  of  record. 
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TECHNICAL  AMENTMENTS   TO  IHE  SOLAR  ENEROf 
AND  ENERGY  CX>NSERVATION  BANK  ACT 

Section   316(a)  would  amend    section   520(b)(4)(A)   of    the  Solar 
Energy  and  Energy  Conservation  Bank  Act    to    reduce   the    limitation 
on  the  use  of    funds   for   administrative  expenses   from  12   to 
10  percent.      The   12   percent    figure    (added  by   section   463(e)  of 
the  Housing  and  Urban-Rural   Recovery  Act   of    1983)   appears   to  be 
an  error  caused  by  adding   the   intended    10  percent   set   forth    In 
earlier  versions   of    the   1983  Act    (H.R.    1,    as   passed   by  House)   to 
the  2   percent    limitation   in  HUD*  s   interim  rule.      This  corrective 
amendment  would  not   affect    the  Secretary*s   existing  discretionary 
authority    to  permit   a  higher  percentage  of   the   fundi    to  be  used 
for   administrative  expenses. 

Subsection    (b)   would  amend    sections   506,    509   and   515  of    the 
Act    to  correct   a   number   of  obsolete   references    to  the  Internal 
Revenue  Code's    residential   energy    tax  credit    section. 
Section    471   of    the  Deficit  Reduction  Act   of   1984  changed   the 
citation   to    that   section   of    the  Code   from  section   44C  to 
section   23. 
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TITLE  IV  —  RENTAL  REHABILITATION  AND  DEVELOPMENT  GRANTS 

Section  401  would  amend  section  17  of  the  U.  S.  Housing  Act 
of  1937  to  repeal  the  Housing  Development  Grant  program  and  to 
make  a  number  of  changes  to  the  Rental  Rehabilitation  Grant 
program.   Repeal  of  the  Housing  Development  Grant  program  would 
further  the  Administration's  objective  of  reducing  the  Budget 
deficit  by  cutting  Federal  outlays.   The  repeal  is  contained  in 
subsection  (g),  with  conforming  changes  in  subsections  (a),  (b), 
(d),  (e),  and  (h)  -  (k).   Subsection  (1)  would  terminate  the 
Secretary's  authority  to  make  housing  development  grants  on  or 
after  the  effective  date  of  section  401  (the  later  of  October  1, 
1985  or  the  date  of  enactment),  except  pursuant  to  a  reservation 
of  funds  made  by  the  Secretary  of  HUD  before  the  effective 
date.   Under  24  CFR  850.31(e),  a  reservation  of  funds  occurs  when 
HUD  notifies  an  applicant  that  its  project  has  been  selected  and 
that  a  certain  grant  amount  has  been  set  aside  for  it. 
Subsection  (1)  would  also  provide  that  housing  development  grants 
would  be  governed  in  the  future  by  section  17's  provisions  as 
they  existed  before  repeal,  and  that  any  amounts  that,  in  the 
absence  of  the  repealer,  would  have  been  available  for 
reservation  for  development  grants  on  or  after  the  effective  date 
would  be  rescinded. 

As  part  of  its  deficit  reduction  efforts,  the  Administration 
is  also  proposing  a  two-year  moratorium  on  new  funding 
authorizations  for  the  Rental  Rehabilitation  program.   Thus,  no 
authorization  for  appropriation  is  proposed  for  fiscal  years  1986 
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and  1987.   Sections  401  and  402(a)  do  contain,  however,  several 
substantive  changes  to  the  program. 

Section  (401)(h)  would  permit  States  to  use  rental 
rehabilitation  grant  amounts  in  rural  areas  --  areas  eligible  for 
assistance  under  Title  V  of  the  Housing  Act  of  1949.^  Section 
17(e)(1)  of  the  1937  Act  currently  prohibits  use  of  these  amounts 
in  areas  that  are  eligible  for  assistance  under  Title  V. 

Compared  with  the  Conmunity  Development  Block  Grant  (CDBG) 
program,  the  areas  in  which  States  may  carry  out  rental 
rehabilitation  activities  is  significantly  limited.   As  under  the 
CDBG  program,  States  may  not  operate  in  localities  receiving 
direct  formula  allocations,  but  unlike  the  CDBG  program,  they  are 
also  prohibited  from  working  in  areas  that  are  eligible  for 
Farmers  Home  Administration  assistance  under  Title  V.   The 
prohibition  is  very  unpopular  among  States  and  the  imaller  CDBG 
recipients  that  are  excluded  from  the  Rental  Rehabilitation 
program.   As  a  result  of  the  exclusion,  even  many  conmunities 
participating  in  the  Rental  Rehabilitation  Demonstration,  using 
CDBG  funds,  may  not  participate  in  the  Rental  Rehabilitation 
program.   From  a  progranrnat ic  standpoint,  the  intended  close  link 
between  the  Rental  Rehabilitation  and  CDBG  programs  would  be 
furthered  by  allowing  rental  rehabilitation  eligibility  for  all 
small  communities  eligible  for  funding  under  the  CDBG  State's 
program. 

In  addition,  like  the  proposal  discussed  above  to  provide 
additional  funding  for  CDBG  nonent i tlement  areas,  this  proposal 
would  compensate  for  the  discontinuation  of  the  program 


Digitized  by  VjOOQIC 


2685 


administer-ed  by   the  Farmers  Home  Administration  that  is  somewhat 
analogous  to  the  Rental  Rehabilitation  program  —  the  Rural 
Housing  Preservation  program,  contained  in  section  533  of  Title  V 
of  the  Housing  Act  of  1949. 

Section  401(c)  contains  a  conforming  amendment  to  remove  the 
exclusion  of  data  for  rural  areas  from  the  rental  rehabilitation 
grant  distribution  formula.   This  change  would  assure  that  the 
areas  in  which  activities  may  be  carried  out  and  from  which 
formula  data  are  drawn  would  be  the  same. 

Section  401(f)  would  make  a  number  of  changes  to  sections 
17(c)(2)  and  (f)  of  the  1937  Act  to  refer  to  the  property  upon 
which  assisted  rehabilitation  is  performed  as  a  "project"  rather 
than  a  "structure."  This  is  a  technical  change  to  make  the 
terminology  consistent  throughout  the  Rental  Rehabilitation 
program  and  to  reflect  the  fact  that  the  term  "structure"  is  too 
limited,  since  assisted  activities  may  include  undertakings 
outside  the  "four  walls"  of  the  building  itself  and  may  involve 
more  than  one  building  under  a  single  grant. 

Section  402(a)  would  permit  States  that  are  Rental 
Rehabilitation  grantees  to  approve  local  environmental 
certifications  and  release  funds  to  localities,  where  the  States 
distribute  grant  amounts  to  the  localities.   States  already 
perform  these  responsibilities  under  the  State's  program  under 
the  CDBG  authority.   Under  the  present  Rental  Rehabilitation 
statute,  HUD  must  perform  these  responsibilities  with  respect  to 
localities  receiving  Rental  Rehabilitation  funds  from  a  State. 
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Section  17(i)(2)  of  the  1937  Act  generally  extends  to 
grantees  under  the  Rental  Rehabilitation  program  the  authority  to 
assume  the  Secretary  of  HUD*s  environmental  review  functions, 
through  section  104(f)  of  the  Housing  and  Conmunity  Development 
Act  of  1974.   Under  both  the  CDBG  and  Rental  Rehabilitation 
programs,  the  Secretary  may  approve  the  release  of  funds  for 
particular  projects  only  if  recipients  submit  a  certification 
indicating  compliance  with  the  National  Environmental  Policy  Act 
of  1969  and  related  authorities,  give  public  notice  of  their 
intent  to  request  the  release  of  funds,  and  submit  the  request  to 
HUD.  When  the  amendments  authorizing  the  State's  program  in  the 
CDBG  program  were  added,  section  104(f)(4)  was  also  added  to 
require  the  States  receiving  State's  program  funds  under  section 
106(d)  of  that  Act  to  perform  the  Secretary's  duties  of  reviewing 
environmental  certifications  and  releasing  funds.  Had  this 
additional  change  not  been  made,  the  authority  under  section 
104(f)  would  not  have  been  sufficiently  broad  to  permit  States  to 
perform  these  duties  of  the  Secretary,  and  States  would  have  had 
considerably  less  discretion  and  responsibility  in  administering 
the  State's  program. 

When  section  17  was  added  to  the  1937  Act,  section  17(i)(2) 
made  the  Secretary's  award  and  grantees'  use  of  resources 
generally  subject  to  section  104(f).   However,  a  particular 
reference  to  grants  distributed  to  localities  through  the  States, 
under  section  17(e)(1)(B),  parallel  to  the  particular  provision 
for  State's  program  grants,  was  omitted.  The  proposal  would 
remedy  this  omission,  so  that  the  State  role  in  the  environmental 
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review  processes  of  localities  receiving  rental  rehabilitation 
grants  through  the  States  would  be  equivalent  to  the  State  role 
for  CDBG  grants  thro,ugh  States  to  recipient  localities. 

Without  the  proposed  amencknent.  States  must  pass  on  for  HUD 
approval  requests  for  the  release  of  funds  which  coRinunities 
participating  under  the  State  Rental  Rehabilitation  program  are 
required  to  submit.  As  indicated,  States  already  perform  the 
Secretary's  approval  functions  under  section  104(f)  for  the 
State's  program,  and  can  readily  perform  the  same  role  with 
respect  to  the  State  program  under  section  17.  Having  equivalent 
processes  is  essential  to  the  efficient  administration  of  these 
Rental  Rehabilitation  program  projects.  The  amencknent,  which  is 
in  keeping  with  the  thrusts  of  both  section  17  and  section 
104(f)»  would  avoid  the  cumbersome  process  that  is  otherwise 
required. 

Sections  402(b)-(d)  would  make  conforming  changes  to  the 
1974  Act,  and  delete  as  unnecessary  the  provision  in  section 
107(d)  of  the  1974  Act  regarding  certifications  of  compliance 
with  Title  VI  of  the  Civil  Rights  Act  of  1964  and  Title  VIII  of 
the  Civil  Rights  Act  of  1968.   Section  403  would  make  technical, 
conforming  changes  to  sections  223(f)  and  244  of  the  National 
Housing  Act . 
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Chairman  Gonzalez.  One  of  my  dear  friends,  Mr.  McKinn^, 
seemed  to  be  privy  to  some  great  struggle  you  have  been  involved 
in.  I  couldn't  spot  any  scars. 

After  hearing  your  statement,  I  just  don't  know  what  manner  of 
struggle  you  waged  against  Reaganmortis,  but  I  think  about  aU  you 
can  do  is  jest  about  the  scars  that  never  felt  the  wound. 

You  know,  I  was  going  to  ask  questions,  Mr.  Secretuy,  but  your 
statement  is  so  outrageous  that  it  would  have  to  entail  something 
like  the  Geneva  Arms  Reduction  Talks  where  we  would  have  to 
have  interpreters  on  language  and  the  use  of  language  and  the  dis- 
tortion of  facts,  and  argumentation  based  on  very,  very  differmt 
views  from  what  we  hear  from  witnesses  out  in  the  real  world  in- 
volved in  assisted  housing  programs,  public  housing,  and  other  Fed- 
eral efforts.  I  just  am  going  to  ask  unanimous  consent  to  submit 
my  questions  in  writing  because  obviously  I  just  react  too  emotion- 
ally to  such  an  eggregiously  outrageous  statement  you  have  dared 
present  us. 

You're  not  on  the  "MacNeil-Lehrer  Newshour,"  show,  Mr.  Secre- 
tary. You're  before  the  subcommittee  that  is  charged  with  the  very 
responsible  job  of  tr3ring  to  maintain  a  national  housing  policy  for 
this  country.  And  I  just  am  not  going  to  go  into  all  of  tlie  outra- 
geously misstated 

Secretary  Pierce.  Mr.  Chairman,  I  totally  disagree  with  that  and 
I  hope  we  educate  you. 

Chairman  Gonzalez.  Well,  I  appreciate  that,  but  I  could  not  en- 
tertain any  hope  of  educating  you. 

I  recognize  at  this  point  Mr.  McKinney. 

Mr.  McKinney.  Mr.  Secretary,  I  certainly  do  applaud  your  desire 
to  get  rid  of  section  8 — what  I  have  called  since  its  inception  the 
BuUders  Relief  Program.  I  would  remind  the  audience  and  those 
listening  that  it  was  a  Republican  program,  imfortunately.  I  wish  I 
could  make  an  investment  as  sound  and  secure  as  a  builder  makes 
when  he  builds  a  new  construction  section  8  with  a  gucu-anteed 
rental  and  a  guaranteed  cost-of-living  increase  and  a  guaranteed 
ever3rthing  else,  including  guaranteed  bankruptcy  of  the  United 
States. 

I  would  say,  however,  Mr.  Secretary,  that  even  though  HoDAG 
seems  to  have  had  its  faults,  there  are  many  of  us  here  who  are 
putting  in  and  will  pursue  a  national  Nehemiah  housing  project 
idea  to  not  only  house  moderate  income  people,  the  people  who  in 
fact  make  our  society  work — policemen,  firemen,  and  so  on — but  to 
also  free  up  the  public  housing  units  that  they  are  now  occupying 
in  cities  like  New  York,  so  that  those  who  should  be  in  public  hous- 
ing can  be  there.  And  under  budget  restraints,  we  certfidnly  are  not 
going  to  add  any  money  for  the  program  but  we  will  explore 
making  it  an  allowable  expense  under  the  community  development 
block  grant  funding  or  find  some  other  funds  for  it.  One  of  the 
things  that  I  put  in  the  last  housing  bill  which  was  not  funded  was 
a  program  to  bring  Health  and  Human  Services  and  HUD  togeth- 
er. We  have  had  ongoing  discussions  with  the  Appropriations  Com- 
mittee for  the  last  2  months  and  I'm  determined  to  try  again.  The 
progrcun  would  cost  $25  million  but  would  make  considerable  im- 
provements in  the  quality  of  low-income  housing. 
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It  appears  that  Health  and  Human  Services  is  pouring  almost  as 
much  money  as  HUD  is  into  housing  and  yet  there  are  no  controls 
and  no  standards  and  no  requirements  for  what  that  rental  money 
buys. 

I  just  wondered  if  you  have  any  objections  to  that  demonstration 
program  or  would  have  any  objections  to  having  it  go  on  since  we 
have  now  been  led  to  believe  it  really  wasn't  funded  simply  because 
nobody  on  the  Appropriations  Committee  understood  it  at  that 
point. 

Secretary  Pierce.  Specifically,  are  you  talking  about  an  HHS 
program? 

Mr.  McKiNNEY.  No.  Specifically,  it  was  to  get  HHS  and  HUD  to- 
gether so  that  HHS  would  stop  being  the  biggest  rent  payer  for 
slums  and  substandard  housing  and  bringing  Government  pay- 
ments of  rent  in  line  with  mod-rehab  in  HUD  to  ensure  that  Gov- 
ernment payments  for  rent  went  into  paying  for,  at  the  very  least, 
decent  and  standard  housing. 

Secretary  Pierce.  I  don't  know  of  anything  that  we  have  done 
specifically  with  HHS  on  this.  Let  me  ask  my  people. 

Apparently,  we  have  done  some  talking  but  we  have  really  dor^^ 
nothing  up  to  this  point. 

Mr.  McKiNNEY.  Well,  we  really  haven't  given  you  money  yet.  I 
just  wanted  to  be  sure  that  when  it  comes  up  again  in  the  new 
housing  bill  it  will  have  the  great  cooperation  received  from  many 
of  you  in  the  past. 

Mr.  Secretfiiy,  I've  just  got  to  say  that  UDAG,  with  all  of  its  car- 
buncles, warts,  barnacles,  hotels,  still  has  done  great  things,  and  I 
have  been  meeting  almost  constantly  and  consistently  with  a  mas- 
sive group  of  moderate  Republicans  who  wish  to  see  it  retained, 
though  they  certainly  are  willing  to  see  it  retained  at  the  1985 
budget  levels. 

I  appeared  before  Budget  Committee  Chairman  Gray  for  the 
New  England  Congressional  Caucus  and  the  Northeast-Midwest 
Eiconomic  Coalition  and  it  seems  to  be  the  opinion  of  most  members 
of  those  groups  that  HUD's  programs  should  be  frozen  at  1985 
levels  and  that  there  should  be  some  changes  in  the  existing  pro- 
grams to  try  and  achieve  more  for  less.  An  example  of  which  would 
be  the  emphasis  on  a  Nehemiah  type  project  which  would  require 
quite  a  bit  more  help  from  State  and  local  efforts  such  as  the  zero- 
ing cost  of  land  as  the  local  efforts. 

I  would  also  say,  Mr.  Secretary,  that  I  don't  agree  that  the  $1 
billion  you  cite  in  performance  funding  is  100  percent  in  public 
housing  because  I  don't  think  the  vacancy  suggestion  is  going  to 
get  through  this  committee.  I'm  just  looking  at  pragmatic  facts 
rather  than  opinion.  I  think  that  $1.2  billion  would  probably  be 
closer  to  the  actual  amount,  but  I  want  to  applaud  the  efforts  of 
yourself  and  Assistant  Secretary  Lindquist  for  tr3ring  to  bring 
about  more  local  option  and  trying  to  bring  about  some  moderniza- 
tion in  the  management  of  public  housing.  I  look  at  the  figures  left- 
over that  we  have  not  expended  and  I  must  say  that  it  seems  to  me 
if  there  was  ever  a  system  of  delivery  or  a  part  of  our  housing  pro- 
grams that  needed  modernization,  public  housing  is  it. 

I  must  say  that  I  could  not  be  more  pleased  at  what  the  private 
management   experiment   in   Bridgeport,   CT,   has  been   able  to 
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achieve.  It's  the  first  time  in  the  14  years  Tve  been  in  Congress 
under  both  Republican  and  Democratic  mayors  of  that  city  that  the 
public  housing  authority  has  not  been  a  total,  unmitigated  corrupt 
mess,  and  I  hope  we  can  continue  the  experiment  along  those  lines. 

Chairman  Gonzalez.  Did  you  have  any  statement,  Mr.  Pierce, 
that  you  want  to  make? 

Secretary  Pierce.  No,  sir,  not  at  this  time. 

Chairman  Gonzalez.  Ms.  Oakar. 

Ms.  Oakar.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  am  somewhat  astounded  at  your  testimony,  but 
Fm  not  going  to 

Secretary  Pierce.  Will  you  tell  me  where  you're  astounded  and 
maybe  I  could  say  something? 

Ms.  Oakar.  Well,  Td  be  happy  to.  Do  you  want  me  to  be  specific? 

Secretary  Pierce.  Yes. 

Ms.  Oakar.  I  was  going  to  ask  you  what  battle  you  waged  on 
housing  money  with  David  Stockman  because  you  really  lost.  The 
housing  bill  was  gutted. 

Secretary  Pierce.  What  in  my  testimony? 

Ms.  Oakar.  Tm  asking  you  questions,  Mr.  Secretary.  Well,  let  me 
go  into  your  testimony  because  we  do  have  people  watching  ail 
over  the  coimtry  and  I  would  not  want  the  American  people  to 
think  that  you  have  lost  the  housing  program. 

For  example,  you  say  in  your  testimony  that  under  the  Reagan 
administration  more  units,  more  people  were  housed  than  ever 
before  in  history. 

Secretary  Pi^ce.  That  is  true. 

Ms.  Oakar.  But  what  you  don't  say  is  that  you're  living  ofiT  the 
Carter  legacy. 

Secretary  Pierce.  No.  The  Carter  legacy  is  gone.  The  Carter  pipe- 
line is  finished  and  we  did  many  things  to  increase  the  housing. 
For  example 

Ms.  Oakar.  It's  not  finished.  You'd  like  to  cut  it  off. 

Secretary  Pierce.  May  I  finish? 

Ms.  Oakar.  Let  me  finish  before  you  interrupt  me.  All  right,  Mr. 
Secretary.  You're  a  witness  before  our  committee;  I'm  not  a  wit- 
ness before  HUD.  All  right? 

During  the  Carter  years,  we  had  a  net  of  additional  families 
housed  of  1.3  million  people.  During  the  Reagan  years,  it  went 
down  by  75  percent,  296,000  people.  So  the  net  loss  is  76  percent.  It 
is  your  budget  proposal — and  I  hold  you  responsible.  If  you  didn't 
win  the  budget  battle  and  you  don't  believe  in  the  budget,  then  if 
that  were  me  and  I  just  couldn't  believe  in  what  the  administration 
was  doing,  maybe  I'd  do  something  else.  In  your  budget  proposal, 
you  have  zero  for  new  construction  of  public  housing,  zero  for  sec- 
tion 8,  zero  for  the  homeless,  zero  for  202,  and  you  have  decreased 
the  Modernization  Program. 

My  city  of  Cleveland  has  among  the  oldest  units  in  the  country 
and  needs  up  to  $46  million  to  modernize.  The  budget  request  is 
about  $1.5  billion.  The  difference  in  what  we  passed  last  year  to  the 
decrease  is  $11.7  billion,  which  incidentally,  for  the  benefit  of  my 
colleagues,  is  about  the  cost  of  the  MX  missile. 
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There  are  27,000  senior  citizens,  for  example,  in  Greater  Cleve- 
land alone  on  a  waiting  list  for  some  kind  of  public  housing  assist- 
ance. 

Now  I  say  to  you,  if  you  ask  the  American  people  what  they 
thought  was  more  important,  what  their  values  were,  housing  the 
poor,  the  elderly  as  in  the  case  of  the  example  I  gave,  or  some 
boondoggle  of  missile  the  President  is  really  going  to  bat  for,  I 
think  they  care  more  about  people  than  weapons.  You  come  before 
this  committee  and  defend  this  budget,  which  is  a  nonbudget.  It's  a 
nonbudget.  There  is  no  money  virtually  for  the  poor  in  this  budget 
and  the  programs  that  you  in  the  past  have  espoused,  such  as  the 
Voucher  Program  that  was  passed  in  1983.  Let  me  ask  you  a  ques- 
tion about  the  Voucher  Program,  because  this  is  a  cute  trick  that 
HUD  plays. 

Has  there  been  one  contract  issued  for  the  Voucher  Program 
that  was  passed  over  2  years  ago? 

Secretary  Pierce.  Yes,  it's  already  started. 

Ms.  Oakar.  Where? 

Secretary  Pierce.  Let  me  find  out.  They  will  be  housed,  I  under- 
stand, starting  in  April. 

Ms.  Oakar.  Who's  they? 

Secretary  Pierce.  People  who  receive  these  vouchers. 

Ms.  Oakar.  Why  did  it  take  2  years  to  implement  a  program 
that  you  think  is  so  terrific? 

Secretary  Pierce.  I  think  it's  terrific,  but  Congress  made  this  a 
demonstration  program  and  required  HUD  to  meet  a  number  of 
conditions  before  it  could  become  effective.  In  other  words,  the  Con- 
gress of  the  United  States  caused  much  of  the  delay  by  imposing 
those  conditions. 

Ms.  Oakar.  Let  me  tell  you  that's  not  true.  You  know  that. 

Secretary  Pierce.  No,  I  don't  know  it.  That's  what  my  people  tell 
me. 

Ms.  Oakar.  Well,  what  about  you?  Have  you  been  out  in  the 
field? 

Secretary  Pierce.  Many  times. 

Ms.  Oakar.  I'm  told  the  only  time  that  you  go  out  to  visit  places 
is  not  to  see  the  tenants  and  so  forth,  but  only  if  there's  some  new 
construction.  Additionally,  I've  heard  you  won't  give  a  speech 
unless  you  get  an  award  and  that  sort  of  thing.  Now  I  don't  know  if 
that's  true. 

Secretary  Pierce.  That's  a  lie. 

Ms.  Oakar.  Let  me  invite  you  to  Cleveland,  OH,  Mr.  Secretary. 
Will  you  come? 

SeCTetary  Pierce.  I  have  been  to  Cleveland,  OH,  several  times 
and  all  you  have  to  do  is  ask  Mayor  Voinovich  how  many  times 
I've  come  there  and  how  often  I've  supported  Cleveland  in  so  many 
things.  Just  talk  to  your  mayor. 

Ms.  Oakar.  Well,  let  me  tell  you,  I've  talked  to  my  mayor,  but  I 
happen  to  be  a  native  Clevelander.  Let  me  invite  you  to  go  through 
the  public  housing  units  in  Cleveland  with  Congressman  Stokes, 
the  dean  of  our  Ohio  delegation,  £md  myself,  and  let  us  show  vou.  I 
think  what's  happening  in  Cleveland  is  indicative  of  the  problems 
that  we  have  in  housing  the  poor  in  this  country.  To  come  before 
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the  Congress  and  mislead  the  American  public  that  you  have  a 
viable 

Secretary  Pierce.  I  don't  believe  that  I've  been  misleading  the 
American  public. 

Ms.  Oakar.  You  absolutely  have  misled  them. 

Secretary  Pierce.  If  somebody  can  point  out  statements  in  my 
statement  that  are  wrong,  then  I  will  be  the  first  one  to  say  that 
they  are  wrong  and  I  will  take  them  back,  but  all  I  have  heard 
here  is  a  lot  of  oratory,  with  no  indication  of  which  specific  state- 
ments I  made  were  wrong. 

Ms.  Oakar.  You  have  taken  credit  for  new  people  being  added  to 
housing  programs  when  you  know  every  year  since  its  inception 
there  have  always  been  new  people  and  most  of  the  new  people 
added  have  been  part  of  the  legacy  of  the  Carter  administration. 

Secretary  Pierce.  I  disagree. 

Ms.  Oakar.  It  was  pipeline  money  and  you  know  it. 

Secretary  Pierce.  Now  look 

Ms.  Oakar.  And  I  don't  think  the  American  public  should  be 
misled. 

Secretary  Pierce.  Madam  Congresswoman,  I  completely  disagree 
with  that  for  a  number  of  reasons.  First  of  all,  take  a  thing  like 
FAF  [financial  adjustment  factor].  I  don't  know  whetlier  you  re- 
member that.  But  that  was  done  at  my  instigation.  It  was  at  a  time 
when  builders  said  they  were  not  going  to  construct  assisted  hous- 
ing because  mortgage  interest  rates  were  too  high  to  make  such 
building  profitable.  We  worked  out  a  program  known  as  FAF  [fian- 
cial  adjustment  factor]  which  subsidized  part  of  a  builder's  mort- 
gage interest  pa3mients.  This  encouraged  builders  to  construct  as- 
sisted housing,  and  a  result,  87,000  assisted  housing  units  were 
built  that  otherwise  would  not  have  been  constructed. 

In  addition  to  that,  during  the  Carter  years,  there  were  a  lot  of 
underfunded  units  and  we  gave  amended  fimdins  to  many  of  those 
units  so  that  they  could  be  constructed.  If  we  had  selected  not  to  do 
that,  there  would  be  considerably  fewer  assisted  housing  units  in 
existence  today. 

Yes,  I  take  credit  because  we  have  helped  and  we  have  increased 
the  amount  of  housing.  There  are  more  people  housed  today  than 
ever  before  in  our  history. 

Ms.  Oakar.  Let  me  tell  you  the  trick — Mr.  Chairman,  just  one 
last  statement — the  trick  that  HUD  plays  is  that  even  when  we  put 
pro-ams  like  shared  housing,  which  is  my  bill,  in  authorizing  leg- 
islation. HUD  still  has  not  issued  the  regulations  for  that  program 
and  it's  been  over  a  year  and  a  half  since  we  passed  the  bill.  Tiiat's 
the  trick  they  play  once  we  do  have  a  bill.  There  is  no  housing  pro- 
gram under  this  administration  and  I  think  the  values  of  our  coun- 
try are  reflected  in  terms  of  the  manner  in  which  we  treat  our 
homeless  and  our  elderly  and  our  peor.  Unfortunately,  under  the 
values  of  this  administration,  they  would  be  more  concerned  about 
boondoggles  like  the  MX  missile  than  the  people  of  this  country. 

Chairman  Gonzalez.  The  gentlewoman's  time  has  expired,  and  I 
would  suggest  that  we  do  pretty  much  what  I  have  at  the  outset 
indicated  and  that  is,  any  specific  questions  may  be  reduced  in 
writing,  but  we  have  quite  a  number  of  members  here  and  we  want 
to  be  sure  each  is  given  an  opportunity  to  ask  questions.  This,  of 
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course,  oould  go  on  endlessly,  but  if  we  put  it  in  the  record  in  suc- 
cinct specific  questions,  tlien  we  can  judge  the  answers  as  to  wheth- 
er they  are  responsive  or  not  and  accurate  or  not. 

Mr.  WyUe. 

Mr.  Wyue.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Secretary,  I  want  to  congratulate  you  on  an  excellent  state- 
ment. I  think  your  statement  demonstrates  a  lot  of  thoughtful  con- 
cern about  housing  in  a  reasonable  way  with  the  taxpayers  in  mind 
and  just  to  calm  the  rhetoric  a  little  bit  here  I  suggest  that  we  are 
in  a  tough  position  on  this  committee.  I  think  that  you  are  prob- 
ably aware  that  your  budget  proposal,  which  is  almost  zero,  prob- 
ably can't  get  a  mcgority  vote  m  the  House.  On  the  other  hand,  nei- 
ther can  H.R.  1,  which  almost  doubles  the  amount  of  money  that 
we  spent  last  year,  get  a  mcgority  vote  in  the  House — at  least  I 
hope  it  doesn't. 

But  there  are  many  of  us  who  would  like  to  see  a  reasonable 
housing  bill  passed  that  stands  a  chance  of  enactment  into  law,  and 
I  wonder  what  you  would  think  about  a  bill  based  on  levels  of  fund- 
ing at  fiscal  year  1985  levels.  Does  that  strike  you  as  a  possibility? 

Secretaiy  Fderce.  That  certainly  strikes  me  as  a  possibility,  but 
let  me  say  this— first,  I  want  to  set  the  background  for  this— that 
we  are  facing  a  tremendous  problem  with  deficits  and  what  this  ad- 
ministration is  trying  to  do,  is  to  get  to  that  problem  and  resolve  it. 
And  we  argue  within  the  administration  as  to  what  should  be  cut 
and  a  final  decision  is  made  by  the  President.  He's  the  coach  of  the 
team  and  he  makes  the  decision. 

Now  I  don't  think  anybody  here  would  disagree  with  me  that  we 
have  to  face  the  problem  of  reducing  our  dencits  and  we  have  to 
reduce  the  budget  in  order  to  do  that.  Cuts  are  made  in  the  first 
instance,  of  course,  by  the  administration  and  the  President.  Then 
it  becomes  the  Congress'  problem,  and  it's  up  to  you  to  review  the 
budget  proposal  and  see  where  you  think  the  proper  cuts  should  be 
made. 

Mr.  Wyue.  Yes.  I  don't  think  housing  is  our  most  serious  prob- 
lem. I  think  the  budget  deficit  is,  and  I  think  that  if  we  do  make  a 
serious  effort  to  reduce  the  deficit  that  it  can  benefit  housing  in  the 
long  run  vis-a-vis  the  private  sector. 

But  I  think  along  the  lines  of  an  observation  that  Mr.  McKinney 
made  a  little  earlier,  that  one  of  the  mistakes  we've  made  as  far  as 
t^e  Federal  Government  is  concerned  is  obligating  ourselves  to 
long-term  commitments. 

I  remember  a  gentleman  on  the  other  side  of  the  aisle,  former 
Chairman  Lud  Ashley,  warning  us  that  the  excessive  costs  of  the 
Section  8  Program  would  be  staring  us  in  the  face  if  we  kept  on  the 
path  we  were  on  at  that  time,  and  he  was  right  and  I  don't  think 
that  we  should  leave  our  successors  with  a  huge  debt  that  they 
have  to  cope  with  which  is  part  of  the  problem  we  have  here. 

Willi  that  in  mind,  would  it  be  possible  for  us  to  shorten  the  con- 
tract term  on  existing  section  8  projects?  I  know  you  referred  to 
subsidizing  families  and  not  builders  and  I  agree  with  that,  but 
what  about  the  landlord  on  existing  housing  projects? 

Secretary  Pierce.  I  think  that  could  be  done,  yes.  We  have  5 
years  on  the  voucher.  I  think  we  could  also  reduce  the  existing  sec- 
tion 8  certificate  to  5  years. 
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Mr.  Wyue.  And  that  would  reduce  our  long-term  obligation.  So  I 
think  that's  something  that  we  really  should  look  into  with  a  possi- 
bility of  getting  some  help  for  you  there. 

Recently  there  was  a  lot  of  publicity  on  a  Federal  ^rand  jury  in- 
dictment of  21  tenants  in  a  federally  assisted  housmg  project  in 
Seat  Pleasant,  MD,  for  falsifying  income  information  in  order  to 
qualify  for  Federal  rent  subsidies.  Are  you  familiar  with  that  case? 

Secretary  Pierce.  I  am  not  totally  familiar  with  it.  I  have  heard 
of  it,  yes. 

Mr.  Wyue.  Well,  in  your  1983  legislative  proposal  you  proposed 
an  income  verification  provision  wluch  would  require  an  applicant 
to  disclose  his  or  her  Social  Security  number  or  employer  identifi- 
cation number  as  a  check  to  verify  tenant's  income.  In  this  past 
legislative  session.  Congressman  Chappell  introduced  similar  legis- 
lation. 

In  view  of  situations  like  the  Seat  Pleasant  incident,  what  would 
you  think  about  such  a  legislative  proposal? 

Secretary  Pierce.  I  think  it's  great.  That's  why  we  have  it  in  and 
I  think  our  legislative  proposal  is  a  very  good  one.  I  think  we  need 
to  check  to  find  out. 

Mr.  Wyue.  That  is  in  your  proposal? 

Secretary  Pierce.  We  have  in  our  proposal  getting  the  Social  Se- 
curitv  numbers  so  we  can  check  with  State  agencies  and  try  to  find 
out  tne  precise  incomes  that  people  have. 

We  have  used  that  information  to  make  sure  that  the  people  who 
are  housed  are  eligible  for  housing  and  they're  not  taking  space 
from  somebody  who  legally  deserves  it. 

Mr.  Wyue.  Since  this  involves  Social  Security,  I  would  assume 
that  the  Ways  and  Means  Committee  has  some  jurisdiction  over  it. 
You  haven't  been  ccdled  to  testify  to  the  Ways  and  Means  Commit- 
tee, have  you? 

Secretary  Pierce.  No,  I  have  not. 

Mr.  Wyue.  But  if  called,  you  would  recommend  to  them  that 
they  adopt  some  sort  of  a  proposal  like  this? 

Secretary  Pierce.  Yes. 

Mr.  Wyue.  I  thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chcdrman. 

Chairman  Gonzalez.  Thank  you. 

Mr.  Vento. 

Mr.  Vento.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  since  last  August,  about  7  months  ago,  I  have 
raised  concerns  about  the  legality  of  a  $4  million  UDAG  grant  for 
the  Amhoist  Co.  in  Wilmington,  NC.  I  provided  HUD  with  mforma- 
tion  showing  that  Federal  funds  were  being  used  for  relocation  in 
violation  of  section  119(h),  the  antipiracy  provision  of  the  UDAG 
law. 

I  might  say,  Mr.  Secretary,  parenthetically,  that  I  have  never  re- 
ceived a  written  response  from  you  substantively  with  regard  to 
this  issue,  in  spite  of  the  fact  that  that  letter  was  written  last 
August.  I  have  received  acknowledgments,  but  no  answer. 

Subsequently,  on  October  1,  your  office  in  HUD  provided  and 
made  a  grant  along  those  lines.  At  my  request  subsequently  HUD 
has  held  up  the  $4  million  check  and  held  an  investigation  into  tbB 
Amhoist  UDAG. 
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Has  the  Department  announced  its  final  decision  on  whether  it 
will  amd  the  Wilmington  Amhoist  UDAG? 

Secretary  Pierce.  No,  it  has  not.  And  the  reason  you  didn't  get  a 
final  answer  is  because  no  final  answer  has  been  made  yet. 

Mr.  Vento.  Well,  Mr.  Secretary 

Secretary  Pierce.  May  I  just  say  one  other  thing? 

Mr.  Vento.  No. 

Secretary  Pierce.  They  have  just  sent  you  a  letter  asking  for 
some  information. 

Mr.  Vento.  And  I  have  sent  back  the  answer  and  you've  got  the 
answer  and  you're  supposed  to  have  read  it. 

Secretary  Pierce.  No,  we  have  not  received  it. 

Mr.  Vento.  Well,  let  me  complete  my  questions,  Mr.  Pierce. 

Chairman  Gonzalez.  Mr.  Vento,  please.  I  don't  believe  that  in- 
creasing the  decibels  in  asking  our  questions  is  going  to  produce 
any  better  answers  one  way  or  the  other.  So  I  appreciate  uie  gen- 
tleman's strong  feelings.  I  know  how  intensely  ne  feels.  Let  me 
point  this  out,  Mr.  Secretary.  By  the  very  nature  of  our  being  here, 
we  have  to  be  there  answering  the  Questions  to  the  people  that 
we're  supposed  to  be  representing  so  tnat  we  must  understand  the 
intensity  of  the  feeling  of  the  Representatives  that  are  in  very  inti- 
mate contact  with  their  constituents  and  if  they  ever  write  a  letter 
to  you  it's  after  a  great  deal  of  reluctance  to  do  it,  but  compelled  by 
the  circumstances. 

Mr.  Vento,  thank  you.  I  didn't  mean  to  interrupt. 

Mr.  Vento.  Well,  Mr.  Chairman,  Mr.  Pierce  has 

Chairman  Gonzalez.  Just  a  minute.  Mr.  Roth. 

Mr.  Roth.  Mr.  Chairman,  I  was  going  to  make  a  point  of  order.  I 
appreciate  your  comments,  Mr.  Chairman,  but  by  the  same  token  I 
think  we  want  to  remember  that  civility  is  not  a  sign  of  weakness. 
We  may  not  agree  with  the  witness,  but  that  doesn't  mean  we  have 
to  be  totally  uncivil. 

Chairman  Gonzalez.  Well,  civility  is  a  double  responsibility. 

Mr.  Vento,  you're  recc^ized. 

Mr.  Vento.  The  fact  is  that  there  is  no  substantive  response  to 
my  letter.  The  grant  was  made  October  1  and  there  have  been  sub- 
sequent letters  to  you.  There  has  been  a  letter  to  me,  Mr.  Secre- 
taiy,  which  I  have  responded  to  within  a  24-hour  period  of  time 
and  I  asked  specifically  that  vou  be  given  that  letter.  Apparently, 
you  have  not  been  given  that  letter. 

The  Department  has  not  made  a  final  decision.  Mr.  Pierce,  HUD 
has  previously  announced  the  decision  would  be  made  February  28. 
Today  is  March  13.  The  St.  Paul  Crane  Production  operation  will 
dose  down  April  1.  After  that  date,  those  jobs  will  be  gone. 

When  will  you  make  a  decision  and  when  will  we  be  informed? 

Secretary  Pierce.  We  are  working  on  it  and  we  hope  to  make  it 
very  shortly.  As  a  matter  of  fact,  I  have  with  me  two  of  the  people 
who  are  working  on  it,  and  if  you  want  to  ask  some  detailed  ques- 
tions about  it,  you  can  ask  them  because  they  are  working  on  it 
and  thev  have  not  submitted  their  position  to  me  as  yet. 

Mr.  Vento.  Mr.  Secretary,  you  are  here  today  2  weeks  after  the 
date  you  promised  to  make  a  final  decision  on  this  specific  UDAG 
nant,  a  mil  month  after  you  received  a  letter  from  Chairman  St 
Germain,  Chairman  Gonzalez,  and  myself.  It's  2  months  after  Am- 
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hoist  publicly  announced  the  shutdown  of  the  St.  Paul  factory  and 
permanently  ousted  450  to  500  employees.  Finally,  it's  6  months 
since  I  brought  you  my  concerns  about  the  misuse  of  this  UDAG 
grant,  and  the  met  is  that  my  office  has  on  three  separate  occa- 
sions informed  the  Department  that  this  topic  would  be  a  subject  of 
questioning  at  this  hearing. 

Why  aren't  you  prepared  to  discuss  this? 

Secreta^  Pierce.  I  have  the  key  people  here.  Let  me  tell  you 
how  UDAG  works.  First  of  all,  they 

Mr.  Vento.  Mr.  Secretary 

Secretary  Pierce.  Do  you  want  to  know  or  not? 

Mr.  Vento.  I  believe  I  know  how  UDAG  works  and  I  don't  think 
it's  necessary  for  you  to  go  through  that  at  this  time  for  me. 

What  I'm  interested  in  is  some  answers. 

Secretary  Pierce.  Well,  I  said  I  have  two  people  here  and  if  you 
want  to  get  into  the  specifics  they  are  right  here  ready  to  answer 
your  questions. 

Mr.  Vento.  Mr.  Secretary,  you're  charged  with  responsibility  in 
terms  of  dealing  with  this  ana  yet  you  insist  on  not  giving  the  an- 
swers to  these  speciHc  questions.  You  have  not  responded  to  my 
letter  of  August  28. 

Secretary  Pierce.  Don't  you  know 

Mr.  Vento.  You  have  not  responded  and  you  have  not  kept  the 
schedule  with  regard  to  the  issue.  Certainly  you've  been  aware  for 
a  long  time 

Secretarv  Pierce.  Do  you  want  to  know  the  answers?  There  are 
people  right  here  to  give  you  the  answers.  Do  you  want  to  hear 
them? 

Mr.  Vento.  Mr.  Secretary,  it's  my  understandingthe  the  UDAG 
application  has  a  box  for  a  company  to  check  if  UDAG  will  result 
in  relocation.  Is  that  correct? 

Secretary  Pierce.  What's  this? 

Mr.  Vento.  Does  the  UDAG  application  have  a  box  to  check  if 
it's  going  to  result  in  relocation,  if  the  application  will  result  in  re- 
location? 

Secretary  Pierce.  Does  it  have  a  box? 

Mr.  Vento.  You  want  to  talk  about  UDAG  and  UDAG  applica- 
tions and  I  thought  I'd  give  you  an  opportunity  to  talk  about  mem. 

Secretary  Pierce.  Boxes  on  the  UDAG  application,  we  have 
people  here  who  can  talk  about  the  boxes. 

Cnairman  Gonzalez.  Will  you  give  your  name  and  your  title  to 
the  reporter? 

Mr.  Finkle.  Mr.  Chairman,  my  name  is  Jeffrey  Finkle  and  Vm 
Acting  Deputy  Assistant  Secretary  for  Program  Management  in 
the  Omce  of  Community  Planning  and  Development. 

Mr.  Vento.  Mr.  Finkle,  you  heard  my  question  with  regard  to 
the  application.  Would  you  answer  for  the  Secretary? 

Mr.  Finkle.  The  application  says 

Mr.  Vento.  Does  it  have  a  box  or  not  to  indicate  whether  or  not 
there  will  be  relocation,  yes  or  no? 

Mr.  Finkle.  The  question  is  in  the  application,  "Will  the  project 
result  in  relocation  of  industrial  or  commercial  facilities  from  one 
jurisdiction  to  another?"  The  applicant,  Wilmington,  NC,  answered, 
^'No." 


Digitized  by  VjOOQIC 


2697 

Mr.  Vknio.  If  that  box  is  checirfJ  does  that  result  in  an  aatomat- 
ic  rsjection  of  the  grant  apfdication? 

Mr.  FDiKLK.  Would  you  repeat  the  question,  please? 

Mr.  Vento.  If  the  box  is  diecked,  does  it  result  in  the  autcxnatic 
rejection  of  the  grant  af^lication? 

Ifer.  FiNKLB.  Not  neceBsarily. 

Mr.  Vento.  If  the  applicant  marics  this  box  and  you  determine 
diat  the  relocatiim  is  not  significant  or  adverse,  ih&tk  the  grant  is 
funded;  is  that  correct? 

Mr.  FiNKLB.  I  believe  that's  correct 

Mr.  Vknto.  Does  the  Department  have  any  way  to  verify  the 
number  of  jobs  the  applicant  admits  will  be  transferred? 

Mr.  FuiKLK.  We  have  verified  that  to  the  best  of  our  ability. 

Mr.  Vknto.  Does  it  have  a  means  to  do  that?  What  does  the  De- 
partment do  in  order  to  verify  that  the  relocation  is  limited  to  the 
magnitude  which  the  applicant  admits? 

Mr.  FiNKLB.  We  have  verified  this  information  by  t-alWing  to  the 
company.  We  have  verified  this  information  by  talking  to  the 
mayor  of  your  city,  with  representatives  of  the  Governor's  office. 
We  have  talked  to  people  in  Wilmington  who  applied  for  the  grant 
on  behalf  of  the  company. 

Mr.  Vknto.  Let  me  point  out,  Mr.  Finkle  and  Mr.  Secretary,  I 
want  to  draw  your  attention  to  this.  Let  us  look  at  the  procedures 
here.  In  other  words,  on  Amhoist's  application  you  have  indicated 
the  relocation  box  was  checked,  Mr.  Secretary.  A  copy  of  the  appli- 
cation says  that  there  are  25  to  30  job  relocations.  Yet,  this  was  the 
headline  in  the  St  Paul  paper  in  January  after  the  October  appli- 
cation was  approved.  Is  that  big  enough  for  you  to  read,  Mr.  Seore- 
tary?  It  says,  "500  jobs."  Now  that's  the  tjrpe  of  job  that  your  De- 
partment and  your  people  are  doing  with  r^ard  to  this  particular 
issue — 35  on  the  application,  500  in  reality,  Mr.  Secretary. 

Do  you  think  that  that's  satisfactory  work? 

Mr.  Finkle.  Congressman,  if  I  could  respond. 

Mr.  Vento.  Mr.  Secretfu^,  do  you  think  that  that's  satisfactory 
work? 

Secretary  Pierce.  First  of  all,  I  don't  know  whether  what's  in  the 
newspaper  is  true  or  not.  The  newspaper  sa3rs  that.  People  on  my 
staff  said  they  went  to  talk  with  the  officers  of  this  company  and 
with  the  mayor  of  your  city,  and  with  people  in  the  Governor's 
office.  I  think  they  know  the  situation  better  than  the  newspaper. 

Mr.  Vento.  You  think  it's  right,  in  other  words,  when  you're  con- 
ducting an  investigation — how  many  times,  Mr.  Finkle,  have  the 
Amhoist  people  been  in  tr3ring  to  respond?  You  sent  them  a  series 
of  eight  questions.  How  many  times  have  they  been  in  for  you  to 
help  them  answer  those  eight  questions  with  regard  to  the  investi- 
gation, the  soK^alled  investigation  you're  conducting?  How  many 
times  have  they  been  in  to  talk  to  you  about  those  questions? 

Mr.  Finkle.  Less  times  than  your  staff  has  been,  sir. 

Mr.  Vento.  Less  times  than  my  staff?  How  many  times  have  you 
talked  to  me,  Mr.  Finkle? 

Mr.  Finkle.  I've  talked  to  you  on  one  occasion  when  I  came  over 
to  your  office. 
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Mr.  Vento.  How  many  times  have  you  talked  to  my  staff  sub- 
stantively about  this  application?  How  many  times  have  you  pei> 
sonally  talked  to  me  about  it? 

Mr.  FiNKLE.  On  a  number  of  occasions. 

Mr.  Vento.  On  a  number  of  occasions  you  talked  to  them  and 
you  were  handed  information  and  you're  trjring  to  avoid  picking  it 
up.  You  don't  care  how  many  times  you  refused  to  share  informa- 
tion with  us  with  regard  to  this  grant  application.  You  refuse  to  do 
an  investigation. 

Mr.  Secretary,  the  problem  here  is  that  you're  responsible  for  ad- 
ministering this  particular  program,  not  the  Congress.  I'm  not  re- 
sponsible for  the  investigation.  You're  not  doing  it.  The  end  result, 
Mr.  Secretary,  is  that  the  workers  in  this  factory  are  not  getting  a 
fair  shake  from  HUD  and  I  think  you're  destroying 

Secretary  Pierce.  I  disagree  with  that.  We've  talked  to  your 
mayor  and  we've  talked  to  your  Governor. 

Mr.  Vento.  You're  responsible  for  administering  the  law,  not  my 
mayor,  not  my  Governor. 

Secretary  Pierce.  We  are  and  we're  doing  it. 

Mr.  Vento.  You're  not  giving  the  workers  a  fair  shake.  You're 
not  giving  the  workers  a  fair  shake,  Mr.  Secretary. 

Chairman  Gonzalez.  Mr.  Vento,  you're  out  of  order.  Your  time 
has  expired.  We  made  allow£mce  for  our  interruption  plus  1 
minute. 

May  I  suggest  that  the  gentleman  to  the  right  also  identify  your- 
self for  the  record? 

Mr.  MoRAN.  Thank  you,  Mr.  Chairman.  My  name  is  Alfred  C. 
Moran.  I'm  the  Assistant  Secretary-designee  for  Community  Plan- 
ning and  Development,  Department  of  Housing  and  Urban  Devel- 
opment. 

Chairman  Gonzalez.  I  do  know  that  this  is  a  verv  vital  question, 
of  course,  but,  Mr.  Vento,  the  budget — and  I  think  the  Secretary 
verifies  that  in  his  statement — calls  for  ending  UDAG,  so 

Mr.  Vento.  Well,  Mr.  Chairman,  if  someone  wanted  to  undei> 
mine  the  UDAG  Program  by  virtue  of  what  they're  doing,  I  think 
that  they're  doing  a  pretty  good  job  of  undermining  the  program.  It 
will  become  a  self-fulfilling  prophecy  as  far  as  this  member  is  con- 
cerned. 

Chairman  Gonzalez.  I  would  suggest  though  that  being  as  it  is 
such  a  vital  question  that  for  the  record  you  submit  in  writing  the 
specific  questions  and  then  we  will  allow  the  transcript  to  be  pre- 
sented to  the  gentlemen  involved  in  ample  time  to  address  your 
question  for  the  record. 

Mr.  Vento.  Mr.  Chairman  and  Mr.  Secretary,  the  jobs  are  going 
to  be  lost  April  1.  That's  my  problem.  I  mean  I  can  wait  for  the 
transcript  and  we  can  wait  for  a  lot  of  things  and  we  can  review  it 
and  we  can  tell  ourselves  a  lot  of  things,  but  those  jobs  are  going  to 
be  gone,  500  workers  are  going  to  be  out  of  jobs.  They've  dra^[ed 
their  feet  so  long  that  they  have  I  think  undermined  the  very 
nature  of  the  good-faith  effort  that  I  have  made. 

Secretary  Pierce.  I  think  we  have  a  different  understanding. 

Mr.  MoRAN.  Mr.  Chairman,  may  I  make  a  statement,  please? 

^b'>irman  Gonzalez.  Yes. 
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Mr.  MoRAN.  I  would  say  this,  that  there  is  evidence  that  we  have 
that  the  loss  of  the  500  jobs  you're  speaking  of  may  not  be  related 
necessarily  directly  to  the  UDAG  in  Wilmington,  NC,  as  opposed  to 
the  closing  of  the  plant  in  St.  Paul.  In  other  words,  the  two  events 
may  have  some  separation  in  terms  of  their  causation. 

Mr.  Vento.  Well,  that's  very  interesting  to  find  that  because  the 
fact  is  that  they  are  closing  this  and  opening  another  plant  and 
there  is  a  direct — they're  taking  the  guts  of  that  factory  and  trans- 
ferring it  to  Wilmington.  Television  ccuneras  have  followed  them 
down  to  Wilmington  transferring  the  plant.  They've  got  the  pro- 
duction orders.  We  gave  them  the  documents;  26  of  the  27  products 
thev  plan  on  producing  are  going  to  be  produced  in  Wilmington 
and  you  make  that  statement.  I  suggest  you'd  better  get  back  and 
get  some  affidavits. 

Mr.  RoHTH.  Would  the  gentleman  yield? 

Chairman  Gonzalez.  The  gentleman's  time  has  expired.  He  has 
nothing  to  yield.  [Laughter.] 

Chairman  Gonzalez.  Ms.  Roukema. 

Ms.  Roukema.  Well,  Mr.  Chairman,  I  feel  compelled  to  not  enter 
the  fray  but  at  least  make  a  statement  on  the  question  of  the 
UDAG  and  piracy  of  jobs  as  it  relates  to  New  Jersey  and  the  New 
York  situation  and  I  did  not  intend  for  this  to  be  the  focal  point  of 
my  discussion.  I  simply  want  to  make  a  statement.  If  the  members 
from  New  York  want  to  use  their  time  to  further  the  discussion, 
that's  fine,  but  I  simply  want  to  say  to  the  Secretary,  as  his  staff 
well  knows,  and  since  I  was  not  in  town  at  the  time  when  the  New 
Jersey  delegation  met  with  the  Secretary  on  the  subject  of  the 
UDAG  piracy  issue,  as  you  know,  Mr.  Secretary,  that  issue  is  now 
in  court. 

But  I  want  to  stress  to  you  that  the  regulations  and  the  interpre- 
tations that  your  Department  has  put  on  the  issue  as  it  relat^  to 
New  York  and  New  Jersey  by  the  definition  of  the  50-mile  limit 
can  be  interpreted  in  no  other  way  than  as  being  prejudicial  to 
New  Jersey  and  effectively  closing  us  out  of  the  UDAG  market.  As 
3rou  know,  that  is  the  position  of  our  Republican  Governor  and  we 
are  currently  in  court  on  the  matter — but  I  can  see  no  rationale  for 
New  York  taking  the  position  in  the  absence  of  discussion  of  the 
New  Jersey  authorities  involved — taking  the  action  that  it  did  that 
does  not  seem  fair  and  evenhanded  to  us,  at  least  not  before  the 
fact.  I  hope  that  the  court  is  going  to  be  able  to  give  clarification  to 
the  problem. 

I  would  not  like  to  see  the  UDAG  Program  eliminated  because  of 
these  problems  of  piracy.  If  there  are  other  questions  involved,  fine; 
Imt  it  should  not  sink  under  the  weight  of  the  piracy  issue  I  would 
hope. 

Now  to  get  on  to  my  question — and  I  guess  it's  a  brief  of  mine  on 
behalf  of  the  Voucher  Program.  Mr.  McKinney  and  Mr.  Wylie  have 
already  alluded  to  it.  I  would  hope  that  we  would  end  up  with  at 
least  a  freeze  on  the  Voucher  Pilot  Program  as  we  have  known  or 
as  we  intended  it  would  be  implemented. 

To  give  you  a  graphic  example  of  why  I  put  in  such  a  strong  rec- 
ommendation for  this,  I  want  to  give  vou  an  example  of  a  constitu- 
ent of  mine  who  recently  applied  and  was  certified  for  a  section  8 
certificate  in  northern  New  tfersey. 
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The  fair  market  rental  rates  effectively  make  the  section  8  unre- 
alistic in  terms  of  that  rental  market.  Even  though  she  is  a  low- 
income  person,  a  single  woman  with  two  chilui'en,  living  in  desper- 
ate need  of  housing  and  working  very  hard  as  a  home  health  care 
professional,  she  is  nevertheless  in  the  low-income  category.  She 
did  want,  as  desperate  as  she  was  for  housing,  to  supplement  her 
section  8  subsidy  with  her  own  salary.  In  other  words,  pay  above 
the  30-percent  rental,  which  is  the  equivalent  of  the  Voucher  Pro- 
gram really,  isn't  it?  She  wanted  to  supplement  it. 

Under  present  regulations  and  present  law — and  Tm  not  sure 
about  the  law  but  I  know  that  it's  been  the  interpretation  of  things 
so  far — that  is  illegal  for  a  section  8  subsidy. 

Secretary  Pierce.  That's  right. 

Ms.  RouKEMA.  Pardon  me? 

Secretary  Pierce.  That's  right. 

Ms.  Roukema.  Which  is  the  rationale  for  shifting  to  the  Voucher 
Program. 

Secretary  Pierce.  That's  part  of  the  rationale  for  shifting  to  the 
Voucher  Program. 

Ms.  Roukema.  Well,  what  is  the  other  rationale? 

Secretary  Pierce.  Well,  for  example,  it's 

Ms.  Roukema.  The  cost  of  new  construction? 

Secretary  Pierce.  No.  It's  flexible,  too,  because  if  I  lived  in  New 
Jersey  and  my  job  shifts  to  New  York,  I  can  take  the  voucher  with 
me.  I  can't  take  the  section  8  existing  certificate  with  me. 

Ms.  Roukema.  No,  you  can't.  Well,  fine,  if  that's  there,  that 
makes  me  even  a  stronger  advocate  for  vouchers.  I  support  your 
program. 

My  point  is,  on  the  one  hand,  in  this  next  bill,  I  hope  we  can 
come  up  with  at  least  a  freeze  on  the  voucher  system,  but  then  I 
would  hope  that  your  Department  would  do  two  things,  because 
we're  going  to  have  a  bill  this  year — that  you  would  do  something 
to  help  us  revise  the  existing  Section  8  Program — not  new  con- 
struction— I'm  talking  about  the  subsidized  existing  housing — and 
apply  for  a  woman  like  this  and  make  it  possible  for  a  person  who 
is  in  this  situation.  I  see  no  reason  to  hold  up  that  false  wall  be- 
tween what  is  a  voucher  and  what  is  a  section  8  certificate.  I  don't 
see  it  now.  If  you  can  explain  it  to  me,  fine,  then  shift  all  your  re- 
sources to  vouchers,  but  in  some  way 

Secretary  Pierce.  That's  what  we  want  to  do. 

Ms.  Roukema.  In  some  way  serve  the  need  at  least  at  the  exist- 
ing fi*ozen  level  this  year.  Do  you  understand  the  problem? 

Secretary  Pierce.  Yes.  We'll  look  into  it. 

Ms.  Roukema.  All  right.  Thank  you  very  much. 

Secretary  Pierce.  You're  welcome. 

Chairman  Gonzalez.  Mr.  Garcia. 

Mr.  Garcia.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  guess  back  to  1981  when  you  first  came  before 
us  I  scud  that  you  and  I  are  here  as  adversaries.  I  guess  it  really 
hasn't  changed  much,  except  the  last  5  years  have  been  a  total  dis- 
aster for  the  poor.  And  I  think  that  one  of  the  saddest  parts  of  that 
legacy  that  you  will  have  as  Secretary  of  HUD  and  the  millions  of 
people  who  have  not  been  given  an  opportimity  for  affordable  hous- 
ing will  probably  look  at  you  one  way  or  another,  but  history  will 
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judge  all  of  us  based  on  our  deeds  and  what  we  consider  to  be  the 
rismt  or  the  wron^  thing  to  do  while  we  are  here  on  Earth.  And 
whatever  our  motives  are,  doing  what  we  have  done,  all  I  can  say 
to  you,  Mr.  Secretary,  is  I  wish  you  well. 

Secretary  Pkrcb.  I  wish  you  well,  too. 

Mr.  Garcia.  And  I  would  say  to  you  as  well,  Mr.  Secretary,  the 
first  time  you  came  to  testify,  as  opposed  to  today,  5  years  later,  I 
would  say  that  you  have  learned  to  testify  before  committees  and 
you're  much  more  aggressive  now.  You're  not  passive  at  all  and  I 
think  that's  a  credit  to  you  because  we're  Members  of  (Congress  and 
we're  representing  the  people  that  we  live  with. 

Mr.  Secretary,  in  a  question  to  Mai^  Rose  Oakar,  my  colleague 
from  the  city  of  Cleveland,  you  asked  specifically,  in  your  state- 
ment, where  are  the  problems. 

On  pa^e  1,  you  talk  about  the  housing  industry  being  hale  and 
hearty.  You  teAk  about  the  deficit. 

Secretary  Piercb.  That's  right.  The  housing  industry  is  hale  and 
hearty.  In  1981  it  was  in  terrible  condition.  Just  look  at  any  statis- 
tics or  any  economic  indicator  and  you  will  find  that  so. 

Mr.  Garcia.  OK.  But  you  also  went  into  great  detail  about  the 
deficit.  On  page  2  you  talk  about  the  Voucher  Program  which  we 
started  tallung  about  back  in  1981.  The  vear  is  1985.  The  Voucher 
Program,  as  far  as  I'm  concerned,  is  only  destined  to  work  where 
there  is  stock  available.  You  have  just  scud  to  my  colleague  from 
the  State  of  New  Jersey  that  those  vouchers  are  going  to  also 
permit  people  to  move  from  State  to  State,  just  like  UDAG  moves 
jol)s  from  State  to  State. 

Secretary  Pkrcb.  Not  UDAG. 

Mr.  Garcia.  Well,  that  was  in  response  to  the  gentlewoman  from 
New  Jersey. 

Anyway,  just  let  me  finish.  Page  No.  3,  you  talk  again  about 
vouchers.  Page  No.  4,  you  talk  about  vouchers. 

Secretary  Pierce,  miat's  wrong  with  that? 

Mr.  Garcia.  Because  the  Voucher  Program  was  something,  Mr. 
Secretary,  that  we  tadked  about  in  1981.  Five  years  later  there  is 
still  no  program  and  you  still  are  talking  about  vouchers  and  the 
program  stm  has  not  come  into  effect. 

Now  that  means  that  there's  a  lack  of  leadership,  Mr.  Secretary. 

Secretary  Piercb.  No,  no.  (Congress  delayed  the  authorization  of 
vouchers,  but  that's  neither  here  nor  there.  The  program  is  coming 
into  effect,  but  we  only  have  at  this  point  51,400  vouchers.  (Con- 
gress eventually  passed  laws  giving  us  that  much. 

Mr.  Garcia.  Mr.  Secretary,  I've  got  many  colleagues  who  want  to 
ask  questions  and  I'm  not  going  to  go  beyond  my  &-minute  limit,  so 
I'm  really  handicapped  because  we  don't  get  the  chance  to  have 
you  come  and  place  yourself  on  the  record  that  often.  Mavbe  it's 
our  fault.  We  may  not  have  invited  you  often  enough.  I  don  t  know 
how  that  works. 

But  anyway,  toward  the  end  of  your  statement,  you  talk  about 
enterprise  zones  and  I  would  like  to  spend  some  time  on  enterprise 
zones.  I've  spent  a  good  portion  of  my  career  here  in  the  (Congress 
pushing  this  because  I  feel  that  it's  a  program  that's  worth  trying. 

In  1980,  we  introduced  this  legislation.  When  I  say  'Ve,"  I  mean 
my  colleague  Jack  Kemp  and  myself.  We  introduced  it  bipartisan — 
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not  onlv  bipartisan  politically  but  bipartisan  in  terms  of  ideology. 
Tm  a  libercd.  He's  a  conservative. 

We  put  this  bill  in  during  the  Jimmy  Carter  days.  The  President 
of  the  United  States,  on  accepting  the  responsibility  as  the  head  of 
this  great  country,  made  this  one  of  the  pillars  of  his  program. 
Now,  every  time  you  talk  about  this  program,  you  talk  about  it  as 
if  it  was  a  device  to  replace  all  the  other  programs  that  Stockman 
and  the  Bureau  of  the  Budget  are  eliminating.  Now  the  intent  of 
this  program  has  never  been  that. 

And  at  the  beginning  of  this  year  at  your  first  press  conference 
in  terms  of  what  you  wanted  to  do,  you  talked  about  enterprise 
zones  as  being  in  place  of  UDAG.  Now,  Mr.  Secretary,  that  was 
your  statement.  Now  you  have  a  chance  to  correct  it  right  now. 

Secretary  Pierce.  Let  me  tell  you  that  that  is  not  intended  to 
mean  that  at  all. 

Mr.  Garcia.  What  is  it  intended  to  mean? 

Secretary  Pierce.  What  I  meant  was  that  if  we  were  going  to 
lose  UDAG,  let's  at  least  have  this.  That's  the  idea.  It  does  not  take 
the  place  of  UDAG.  They  are  two  separate  and  different  programs. 

Mr.  Garcia.  Mr.  Secretary,  this  is  your  press  release. 

Secretaiy  Pierce.  All  right.  Forget  the  press  release.  Fm  telling 

fou  what  I  said.  I'm  telling  you  what  I  meant.  Do  you  accept  what 
meant  or  not? 

Mr.  Garcia.  Well,  I  will  accept  what  you  meant,  Mr.  Secretary. 

Secretary  Pierce.  All  right. 

Mr.  Garcia.  I  will  accept  it,  but  I  just  would  like  you  to  know, 
Mr.  Secretary,  that  this  was  not  issued  by  Bob  Garcia's  office. 

Secretary  Pierce.  No,  I  don't — mistakes  are  made  in  press  re- 
leases and  things  like  that. 

Mr.  Garcia.  And  it  was  a  mistake? 

Secretary  Pierce.  That's  all. 

Mr.  Garcia.  Fine.  As  long  as  the  record  indicates  that  because  I 
think  it's  important. 

Mr.  Secretary,  in  the  city  of  New  York  right  now,  talking  about 
the  quality  of  life,  we  have  within  our  public  housing  projects 
about  50,000  people,  families,  who  are  doubled  up — 50,000  people. 
That  figure  was  not  there  in  1981.  That  figure  is  there  today.  You 
can  check  with  John  Simon.  You  can  check  with  Mr.  Christian. 
There  are  50,000  apartments  within  our  housing  projects  in  which 
more  than  one  family  is  living.  That  figure  was  not  there  before. 

Let  me  go  beyond  that.  At  the  present  time  in  the  city  of  New 
York  alone,  we  have  a  waiting  list  of  170,000  people  waiting  to  get 
in  public  housing. 

Now  if  you  can  say  to  me  that  the  quality  of  life  in  America  has 
improved  for  the  poor  and  you  can  sit  there  and  say  that,  I  would 
tell  you,  Mr.  Secretary,  since  you  visited  my  commimity  in  your 
first  year  as  Secretary — you  were  kind  enough  to  come  up-^but  I 
would  tell  you,  that  based  upon  your  visit,  you  obviously  did  not 
see  very  much.  You  did  not  see  the  poverty.  You  did  not  see  what 
was  taking  place  there.  I  must  tell  you  that  the  situation  at  this 
particular  moment  in  the  history  of  my  city — and  I  think  your  city 
as  well — is  that  our  housing  situation  is  worse  today  than  ever 
before.  And  I  think  that's  a  situation,  Mr.  Secretary,  that  you're 
going  to  have  to  live  with. 
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Chairman  Gonzalez.  The  gentleman's  time  has  expired,  unless 
the  Secretary  has  some  response  he  wishes  to  make. 

Secretary  Pierce.  Well,  everybody  has  their  own  opinions  on 
these  things  and,  as  you  scud  earlier,  let  history  be  the  judge. 

Mr.  Garcia.  Let  the  good  Lord  be  the  judge.  When  the  Maker 
comes,  let  him  decide  whether  your  presence  on  this  Earth  or 
whether  my  presence  on  this  Earth  was  such  that  in  fact  it  was 
worth  our  while  being  here. 

Secretary  Pierce.  OK.  God  bless  you. 

Chairman  Gonzalez.  Your  time  has  expired,  Mr.  Garcia. 

Mr.  Wortley. 

Mr.  Wortley.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  think  you've  got  one  of  the  toughest  jobs  in  this 
town.  You  seem  to  be  damned  if  you  do  and  damned  if  you  don't. 
The  public  is  out  there  clammering  for  us  to  face  up  to  these  enor- 
mous Federal  deficits  we  have.  Apparently,  some  of  my  colleagues 
don't  bother  to  read  their  mail.  It  s  tough  to  stand  up  and  fight  the 
administration  downtown  and  do  what  you  believe  is  right  for  all 
of  the  people  in  this  country.  I  think  you're  doing  a  very  effective 
job. 

The  hard,  cold  fact  remains  that  next  year,  5  years  since  you 
became  Secretary  of  Housing  and  Urban  Development,  there  will 
be  about  a  40-percent  increase  in  federally  assisted  housing  of 
Americans  who  are  receiving  federally  assisted  housing,  and  a  mil- 
lion more  people.  I  think  that's  a  pretty  good  record.  I  think  you 
can  stand  on  it  and  hold  you  in  good  stead. 

I  have  just  a  couple  questions  I'd  like  to  ask  in  order  for  us  to 
discuss  the  proposal  on  the  part  of  the  administration  to  have  HUD 
take  over  some  of  the  areas  of  housing  that  Farmers  Home  Admin- 
istration has  addressed  in  the  past. 

Do  you  really  think  that  your  Department,  which  is  urban  ori- 
ented, is  in  a  position  to  meet  the  needs  of  rural  housing  in  this 
country? 

Secretary  Pierce.  Well,  I  think,  based  on  the  programs  that  we 
are  getting,  we  will  be  able  to  do  it. 

Mr.  Wortley.  And  they  have  got  about  2,000  offices  sprinkled 
around  the  country? 

Secretary  Pierce.  Yes,  and  they  are  going 

Mr.  Wortley.  You  have  got  about  50 

Secretary  Pierce  [continuing].  To  be  reduced  substantially  under 
the  budget  situation.  They  will  be  reduced  drastically.  So  they 
won't  have  those  kind  of  offices  an3rmore. 

Mr.  Wortley.  The  Farmers  Home  Administration  up  in  our  area 
has  played  a  major  role  in  providing  housing  in  the  more  rural 
areas,  and  I  have  one  county  that  has  more  registered  Holsteins 
than  registered  voters. 

I  have  been  very  interested,  as  you  may  know,  in  the  Home 
Equity  Conversion  Program.  I  might  say  I  have  been  somewhat  dis- 
appointed that  the  fined  1983  housing  bill  contained  a  requirement 
for  a  study  rather  than  a  demonstration  program,  which  was  con- 
tained originally  in  the  Senate  bill.  I  hope  that  this  Congress  will 
take  a  closer  look  at  the  issue,  more  along  the  lines  of  a  demonstra- 
tion program. 
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I  understand  that  your  Department  is  completing  the  study,  and 
I  look  forward  to  reviewing  its  findings. 

Could  you  tell  me  when  I  might  expect  to? 

Secretary  Pierce.  It  should  be  completed  shortly.  Let  me  see  if  I 
can  get  an  exact  date  for  you.  [Discussion  with  staff.] 

It  will  be  done  by  the  beginning  of  April,  sometime  in  the  begin- 
ning of  April. 

Mr.  WoRTLEY.  We  can  rest  assured  that  we  will  have  it  in  April? 

Secretary  Pierce.  I  certainly  do.  I  will  squeeze  her  neck  if  it  is 
not  done  by  that  time.  [Indicating  a  staff  member  who  had  given 
him  the  information.]  [Laughter.] 

Mr.  Wortley.  Well,  you  are  a  tough  guy  to  endure  all  of  the 
questioning  and  cross-examination  here  this  morning.  I  am  sure 
you  can  get  some  results  to  us. 

I  yield  back  the  balance  of  my  time. 

Yes,  Mr.  Frank.  I  see  you  are  up  on  the  upper  tier  now. 

Mr.  Frank.  Yes. 

Chairman  Gonzalez.  Senior  member. 

Mr.  Frank.  Thank  you,  Mr.  Chairman. 

The  first  thing  I  want  to  say,  Mr.  Secretary,  is  that  I  am  glad  to 
hear  that  we  are  going  to  be  getting  that  proposal  about  better  ver- 
ification of  income.  I  had  occasion  to  discuss  that  with  Assistant 
Secretary  Lindquist  last  year.  It  is  something  I  had  worked  on 
when  I  was  in  the  State  legislature  with  regard  to  public  assist- 
ance. 

I  think  it  is  very  important  for  those  of  us  who  are  supportive  of 
means-tested  programs  to  make  sure  that  they  go  to  the  people  to 
whom  they  are  aimed,  and  I  would  look  forward  to  working  with 
you. 

I  disagree  with  some  of  my  friends  who  think  that  there  is  some- 
how an  automatic  civil  liberties  violation  if  ^ou  are  efficient,  and  I 
think  that  it  can  be  done.  We  have  done  it  in  Massachusetts  in 
ways  that  protect  the  individual  privacy  of  people,  and  I  look  for- 
ward to  working  with  you  on  that,  and  I  appreciate  that  that  is 
coming  up. 

Secretary  Pierce.  Thank  you. 

Mr.  Frank.  The  next  question  I  have  has  to  do  with  the  home- 
less. Your  Department  has  done  some  studies  of  the  homeless. 

What  specifically,  in  what  you  have  sent  up  to  us  or  in  what  you 
are  planning,  will  be  aimed  at  the  homeless? 

The  temporary  cessation  of  the  Voucher  Program  means  that 
that  potential  resource  wouldn't  be  there.  I  notice  the  3,500  vouch- 
ers that  are  available  would  be  for  people  who  are  already  in  some 
form  of  housing.  It  would  be  to  prevent,  I  guess,  that  if  their  public 
housing  was  torn  down,  from  producing  new  homeless,  but  tnat  is 
not  the  major  source  of  homelessness. 

How  does  this  budget  that  you  have  sent  us  and  your  various 

Proposals  affect  the  homeless?  What  is  your  estimate  of  what  the 
omeless  population  will  be  a  year  from  now  if  we  adopt  this 
budget? 

Secretary  Pierce.  Well,  let  me  ask  my  people  from  PD&R.  I 
think  it  is  somewhere  between  350,0000  to  500,()()0,  but  just  let  me 
check  that  figure. 
Mr.  Frank.  Well,  I  mean,  what  is  the  impact  of  it?  [Pause.] 
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Don't  squeeze  her  neck,  Mr.  Secretary,  if  she  doesn't  have  it 
right  away.  [Laughter.] 

Secretary  Pierce.  They  haven't  done  a  recent  study.  The  last 
figure  they  had  was  350,000  on  a  given  night,  and  they  think  that 
at  the  present  time  there  may  be  about  a  10-percent  increase  above 
that  amount.  That  is  just  thought.  That  is  not 

Mr.  Frank.  We  assume  there  has  been  an  increase. 

What  do  you  think  will  happen  as  a  result  of  your  budget? 

I  am  trying  to  say,  I  assume  that  concern  for  the  homeless  is  one 
of  the  things  that  was  motivating  you  when  you  were  doing  this 
budget. 

What  is  in  this  budget  to  deal  with  the  problem  of  the  homeless, 
and  what  would  your  estimate  be  of  the  result  of  adopting  your 
budget  as  submitted?  What  would  that  do  with  regard  to  homeless- 
ness? 

Secretary  Pierce.  Well,  let  me  talk  a  little  bit  about  the  home- 
less. There  are  some  things  that  can  be  done  directly  by  HUD  or  by 
communities  that  get  money  from  HUD,  such  as  CDBG  grants.  We 
urge  communities  to  use  some  of  that  money  for  the  homeless. 

We  lease  single-family  homes  to 

Mr.  Frank.  What 

Secretary  Pierce.  Let  me — can  I  just  finish? 

Mr.  Frank.  Well,  I  would  like  to  do  it  one  piece  at  a  time.  I  do 
like  to  get  specific. 

With  regard  to  CDBG,  your  proposal  is  to  do  what  with  CDBG  in 
this  budget? 

Secretary  Pierce.  Well,  it  is  going  to  be  cut. 

Mr.  Frank.  To  be  cut  for  how  much? 

Secretary  Pierce.  It  is  going  to  be  cut  by  10  percent. 

Mr.  Frank.  All  right.  So  to  the  extent  that  that  is  one  of  the  re- 
sources for  the  homeless,  we  will  be  doing  less  for  the  homeless 
presumably  than  we  did  in  the  current  fiscal  year? 

Secretary  Pierce.  Well,  it  depends  on  how  a  city  uses  its  money. 

Mr.  Frank.  Well,  that  is  right.  If  they  did  nothing  at  all,  but 

Secretary  Pierce.  And  if  they  keep  it  up 

Mr.  Frank.  I  understand  that,  but 

Secretary  Pierce  [continuing].  They  get  money  from  their  own 
sources,  they  could 

Mr.  Frank.  I  have  asked  what  is  in  your  budget  to  deal  with  the 
homeless.  CDBG  is  one  resource.  That  is  being  cut  10  percent. 

What  are  the  other  resources  here? 

Secretary  Pierce.  Leasing  single-family  homes. 

Mr.  Frank.  Through  what  program? 

Secretary  Pierce.  We  get  single-family  homes  back  through 
FHA. 

Mr.  Frank.  Right.  Who  would  pay  for  that? 

Secretary  Pierce.  And  then  we  lease  them  to  cities  or  to  private 
institutions  that  will  take  care  of  the  homeless  with  them. 

Mr.  Frank.  Oh,  but  that  is  tlieir  money?  You  are  the  landlord? 
Are  you  giving  them  away  for  free  or  what? 

Secretwy  Pierce.  No.  No,  we  give  them  the  homes  free. 

Mr.  Frank.  All  right,  how  many  do  you  expect  in  this  curi 
year  of  those  homes  would  be 
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Secretary  Pierce.  I  really  don't  know.  I  can't  tell  you.  You  asked 
me  what  we  use,  what  the  tools. 

Mr.  Frank.  No,  I  am  not  just  asking  for  a  general  discussion 
here.  We  are  talking  about  a  budget  here. 

Secretary  Pierce.  I  don't  know  how  many  of  these  houses  are 
used  for  the  homeless. 

Mr.  Frank.  All  right. 

Secretary  Pierce.  A  lot  depends  on  how  many  we  get  back 
through  FHA.  I  don't  know  exactly  what  that  number  is. 

Mr.  Frank.  All  right,  but  what  I  was  hoping  for 

Secretary  Pierce.  But  we  do 

Mr.  Frank.  No,  Mr.  Secretary,  please.  I  don't  think  these  are 
unfair  questions.  The  homeless  is  not  some  obscure  subject.  I  am 
not  asking  you  to 

Secretary  Pierce.  Well,  I  am  trying  to  give  you  what  tools  we 
use. 

Mr.  Frank.  No,  I  don't  want  to  know  just  what  tools  you  use.  My 
question  was:  How  will  this  budget  affect  the  availability  of  those 
tools?  Will  we  have  more  or  less  homeless? 

Secretary  Pierce.  Well,  the  budget  will  not  affect  the  leasing  of 
the  housing.  The  budget  will  not  affect  it. 

Mr.  Frank.  There  is  no 

Secretary  Pierce.  It  depends  on  how  many  FHA  houses  we  get 
back. 

Mr.  Frank.  Is  there  any  proposal  in  the  budget  or  any  effort  to 
increase  that? 

Secretary  Pierce.  No. 

Mr.  Frank.  How  many  units  are  currently  leased  for  the  hous- 
ing, approximately?  Do  we  know? 

Secretary  Pierce.  I  don't  know  offhand. 

Mr.  Frank.  Well,  I  would  appreciate  knowing  that. 

Secretary  Pierce.  I  will  get  the  answer  and  put  it  in  the  record 
for  you. 

Mr.  Frank.  All  right. 

[At  the  request  of  (Congressman  Frank,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Secretary 
Pierce:] 

Response  Received  From  Secretary  Pierce 

As  of  January  of  this  year,  20  single-family  properties  in  four  regions  were  leased 
to  organizations  or  units  of  local  government  to  provide  housing  ror  homeless  per- 
sons. This  includes,  in  Region  IV,  two  houses  in  Birmingham,  Alabama  and  10  hi 
Memphis,  Tennessee;  one  house  in  Pontiac,  Michigan,  in  Region  V;  Uiree  houses  in 
Caspar,  Wyoming,  and  one  property  in  Fargo,  North  Dakote,  in  Region  VIII;  and 
three  properties  in  Phoenix,  Arizona,  in  region  IX.  Leases  are  for  one  year,  renew- 
able at  the  option  of  the  organization  or  locality,  at  a  nominal  rent  payment  of  $1 
per  year. 

Mr.  Frank.  What  else  have  we  got  besides  the  leasing? 

Secretary  Pierce.  We  urge  the  PHA's  that  have  sustained  vacan- 
cies as  resources  to  house  the  homeless,  and  we  also  use  a  certain 
number  of  section  8  certificates  as  a  set-aside  to  shelter  homeless. 

Mr.  Frank.  Well,  let  me  ask,  if  I  can,  about  the  PHA's  now. 

That  is  presumably  for  no  rent?  They  would  be  allowed  to  rent 
those  for  free  to  the  homeless? 
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Secretary  Pierce.  Basically  for  no  rent,  or  they  may  make  a  deal 
with  a  charitable  organization. 

Mr.  Frank.  All  right. 

Secretary  Pierce.  But  we  try  to  get  a  lot  of  those  without  rent 
and  sometimes  combine  it  with  section  8  existing  certificates. 

Mr.  Frank.  All  right.  Now,  the  question  I  have  is  this,  though. 
We  are  talking  about  the  PHA's  turning  over  their  vacancies. 

Secretary  Pierce.  Yes. 

Mr.  Frank.  Again,  am  I  correct  that  this  budget  would  reduce,  in 
general,  the  fimds  available  to  PHA's? 

See,  what  I  am  worried  about  is  that  you  have  coimted  the  home- 
less, you  tell  me  you  think  they  are  increasing. 

Secretary  Pierce.  Well,  right  now 

Mr.  Frank.  Please,  Mr.  Secretary. 

Secretary  Pierce.  Right  now  they  get  paid  for  the  vacancies. 

Mr.  Frank.  Yes.  Are  they  going  to  be  getting  paid  more  or  less, 
or  how  does  your  budget  affect  that? 

Secretary  Pierce.  We  hope  that  they  will  get  paid  less.  We  hope 
that  eventually  we  will  reduce  it  down  to  a  3-percent  vacancy  rate 
for  which  they  get  paid. 

Mr.  Frank.  Well,  that  figures.  So  that  would  mean  then  that  if 

Secretary  Pierce.  But  right  at  this  moment  they  get  paid. 

Mr.  Frank.  But  if  your  budget  is  successful,  then,  this  would  be 
a  trend  away  from  the  homeless.  Again,  I  am  trying  to  find  out 
how  this  will  be  affecting  the  homeless. 

You  scud 

Secretary  Pierce.  Well,  not 

Mr.  Frank.  No,  Mr.  Secretary,  please  listen.  I  know  this  is  not 
your  favorite  thing  to  do.  You  know,  there  are  a  lot — at  least  parts 
of  the  job  you  must  enjoy.  I  wouldn't  guess  what  they  were. 

Secretary  Pierce.  No,  I  would  just  like  to  give  you  the  facts. 

Mr.  Frank.  No,  but  I 

[Laughter.] 

Mr.  Frank.  Well,  I  guess  what  I  am  looking  for 

Secretary  Pierce.  You  just  want  to  put  on  the  record  what  you 
want  to  say. 

Mr.  Frank.  Oh,  no,  Mr.  Secretary. 

Secretary  Pierce.  Well,  then  let  me  talk. 

Mr.  Frank.  No,  I  will  let  you  answer  questions  that  I  ask.  I  will 
be  glad  to  answer  questions  that  you  want  to  ask  me  at  some  point. 

Secretary  Piercb.  I  don't  want  to  ask  you  questions. 

Mr.  Frank.  I  want  specifics. 

Secretary  Pierce.  I  just  want  to  answer  the  ones  you  are  asking. 

Mr.  Frank.  Well,  I  want  specifics,  see.  You  have  told  me  your 
estimate  of  the  homeless,  you  think  it  is  increasing.  I  have  asked 
what  seemed  to  be  a  reasonable  question,  which  is  how  your  budget 
will  affect  our  ability  to  help  the  homeless. 

Now,  you  say  one  thing  is  that  the  PHA's  can  rent  them  their 
vacant  imits,  but  my  sense  now,  you  are  telling  me  is  you  are 
hoping  that  the  PHA  s  will  have  fewer  vacancies.  That  would  mean 
fewer  imits  for  the  homeless. 
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So  is  there  anything  in  your  budget  that  would  increase  the  re- 
sources that  your  Department  is  making  available  to  provide  hous- 
ing for  the  homeless,  whom  you  tell  us  you  think  are  increasinfl^ 

Secretary  Pierce.  Well,  it  would  only  be  if  we  got  more  section  8 
existing  certificates  or  more  vouchers 

Mr.  Frank.  Are  you  asking  for  those? 

Secretary  Pierce.  No,  we  are  not. 

Mr.  Frank.  So  in  the  budget  as  requested,  it  soimds  to  me  like 
those  resources  you  have  enumerated  as  being  available  for  the 
homeless,  they  are  either  staying  the  same  or  going  down,  and  that 
sounds  to  me  like  we  are  going  to  have  more  homeless. 

Secretary  Pierce.  Well,  not 

Mr.  Frank.  CDBG  is  going  down,  you  are  trying  to  reduce  the 
vacancy  rate. 

Secretary  Pierce.  Well,  first  of  all,  you  have  got  to  take  the  over- 
all number  of  the  homeless.  The  overall  number  of  the  homeless 
we  think  is  about  350,000. 

Mr.  Frank.  To  500,000,  vou  said. 

Secretary  Pierce.  To  500,000.  And  there  is  a  good  chance  it  is 
going  to  be  less.  If  our  economy  continues  to  improve,  it  will  prob- 
ably be  less  because  an  improved  economy  will  reduce  a  certain 
number  of  them. 

Mr.  Frank.  Except 

Secretary  Pierce.  What  we  have  got  is  a  relatively  small  number 
of  homeless  spread  nationwide;  and  as  there  are  substantial  re- 
sources available,  to  assist  these  people,  they  should  receive  a  con- 
siderable amount  of  help. 

Mr.  Frank.  Well,  how  do  you 

Secretary  Pierce.  Now,  let  me  go  further.  Let  me  go  further. 

Mr.  Frank.  No,  I  want  to  stop  you  on  these  specifics.  I  want  to 
talk  facts  with  you. 

You  say  that  it  is  going  to  decrease.  I  wish  I  could  believe  that 
Unfortunately,  there  is  reason  to  believe  that  the  general  prosperi- 
ty doesn't  necessarily  do  that  because,  you  have  scud  yourself,  we 
had  350,000  when  you  did  your  survey,  you  scud  you  think  there 
has  been  maybe  a  10-percent  increase,  but  that  Yibb  been  during  a 
time  of  prosperity. 

Your  own  facts,  of  which  you  are  very  fond,  unfortunately,  dis- 
pute the  notion  that  the  prosperity  is  reducing  those. 

Secretary  Pierce.  No,  those  are  not  my  facts.  That  is  what  the 
PD&R  people  tell  me  maybe,  they  think,  they  don't  know.  They 
haven't  done  a  new  study. 

Mr.  Frank.  Oh,  that  is  not  a  fact.  That  is  a  maybe,  "they  think, 
they  don't  know"?  [Laughter.] 

Well,  Mr.  Chairman,  I  don't  want  any  more 

Secretary  Pierce.  So  what  we  know  is 

Mr.  Frank.  Mr.  Chairman,  I  don't  want  any  more  "maybe,"  "I 
thmk,"  "I  don't  know's." 

Secretary  Pierce.  What  we  know  is  350,000. 

Mr.  Frank.  Well,  you  know,  Mr.  Secretary,  when  it  was  not  tac- 
tically unwise,  you  scud  there  was  a  10-percent  increase.  We  sud- 
denly solved  the  10-percent  increase  in  the  last  5  minutes  of  ques- 
tions. 

Secretary  Pierce.  No,  I  didn't.  No,  no. 
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Mr.  Frank.  Maybe  if  I  had  another  10  minutes,  we  would  make 
a  substantial  drop  in  the  homeless. 

Secretary  Pierce.  No,  no,  no,  no. 

Mr.  Frank.  Mr.  Chairman,  I  yield  back. 

Secretary  Pierce.  No,  not  at  all. 

Well,  you  didn't  let  me — can  I  tell  you  more  about  the  homeless 
and  what  we  are  doing? 

Mr.  Frank.  I  hope  so. 

Secretary  Pierce.  All  right,  fine. 

Now,  the  homeless  problem  is  not  just  a  HUD  problem.  It  is  a 
problem  for  the  States,  for  the  cities,  for  the  local  governments, 
and  for  other  agencies  of  the  Federal  Government. 

That  is  why  we  have  an  intergovernmental  agency  task  force 
working  on  this.  It  is  chaired  by  Health  and  Human  Services,  by 
Secret£uy  Heckler,  a  citizen  of  your  State. 

Mr.  Frank.  She  is  a  constituent,  right.  [Laughter.] 

Secretary  Pierce.  Yes,  a  constituent. 

So  now  you  go  talk  to  your  constituent  because,  you  see,  that  is 
our  key- — 

Mr.  Frank.  Mr.  Secretary,  that  is  harder  for  me  to  do  than  you 
might  realize. 

Secretary  Pierce.  Wait,  let  me  just  finish.  That  is  our  key  re- 
sponse to  the  homeless. 

Mr.  Frank.  Right,  well,  I  guess  it  is 

Secretary  Pierce.  Well,  please. 

Mr.  Frank.  No,  Mr.  Secretary. 

Secretary  Pierce.  Well,  please. 

Mr.  Frank.  No,  I  will  tell  you 

Secretary  Pierce.  No.  Your  time  is  over.  I  am  going  to  answer. 

[Gavel.] 

Mr.  Frank.  Mr.  Chairman,  I  ask  just  for  15  seconds  to  say  this. 

I  asked  you  what  your  budget  is  doing.  Yes,  I  know  it  is  a  prob- 
lem for  other  people.  I  have  talked  to  other  people.  It  sounds  to  me 
we  have  already  run  out  of  things  you  are  going  to  tell  us  about 
what  your  budget  is  doing,  and  I  appreciate  the  description  of  what 
oUier  people  are  doing,  but  I  had  rather  get  it  from  them. 

I  am  disappointed  that  HUD  itself  appears  not  to  have  given 
very  serious  consideration  to  increasing 

Sfecretary  Pierce.  Well,  we  give 

Mr.  Frank  [continuing].  Any  effort  toward  the  homeless  in  this 
budget. 

Secretary  Pierce.  All  right.  No  sense.  Go  ahead. 

Chairman  Gonzalez.  If  you  have  an  additional  statement  in 
reply  to  the  specific  questions 

Secretary  Pierce.  You  should  put  it  in  writing;  is  that  right?  Put 
it  in  writing? 

Chairman  Gonzalez.  Well,  you  may,  or  if  you  wish  now  to 
answer 

Secretary  Pierce.  I  will  put  it  in 

Chairman  Gonzalez.  What  HUD  is  doing? 

Secretary  Pierce.  I  will  put  anything  else  we  have  in  writing. 

Chairman  Gonzalez.  All  right. 

Secretary  Pierce.  OK,  that  will  save  a  lot  of  time. 

Chairman  Gonzalez.  Fine. 
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[As  a  result  of  the  above  colloquy,  the  following  response  was  re- 
ceived for  inclusion  in  the  record:] 

Response  Received  From  Secretary  Piercb 

Through  quarterly  reports  from  HUD  field  offices,  we  have  calculated  that  about 
$53  million  of  CDBG  funds  ($33  million  in  FY  1983  and  $20  million  in  FY  1984)  have 
been  used  by  entitlement  communities  for  a  variety  of  programs  of  assistance  to  the 
homeless.  The  report  for  the  first  quarter  of  FY  1985  indicates  that  about  $10  mil- 
lion more  CDBG  funds  as  being  used  for  homeless  activities. 

Many  of  the  activities  directly  provide,  or  lead  to  provision  of,  shelter.  For  eiam- 
ple,  communities  have  used  CDBG  funds  for  acquisition  and  rehabilitation  (d  build- 
ings for  use  as  emergency  shelters,  purchase  of  land  on  which  a  shelter  wiU  be  built, 
improvements  to  existing  shelters,  and  operation  of  shelters.  The  shelters  aadsted 
are  designed  to  meet  the  needs  of  a  range  of  groups  that  are  part  of  the  ov«rall 
homeless  population,  including  victims  of  domestic  violence,  runaway  teenagers,  re- 
leased convicts,  and  senior  citizens.  We  have  no  data  on  the  number  of  peraoiiB  as- 
sisted through  these  local  programs. 

CDBG  funds  are  also  used  in  many  other  ways  to  help  the  homeless.  Programt  of 
which  we  are  aware  include  emergency  foodbanks,  clotning  and  ener^  assistance, 
psychological  counseling  and  referral  services,  transportation  to  soup  kitchens,  hous- 
ing counseling,  diagnostic  health  centers,  and  detoxification  centers. 

While  CDBG  funds  are  often  vital  to  the  success  of  local  efforts,  they  are  often 
used  in  coi\junction  with  other  local  public  and  private  funds.  Some  of  the  programs 
are  run  directly  by  public  agencies  while  others  are  operated  by  local  or  nationally 
recognized  non-profit  organizations. 

HUD  ACTIONS  TO  ASSIST  THE  HOMELESS 

Over  the  past  several  years,  the  Department  has  taken  a  number  of  actions  to 
encourage  use  of  the  Department's  programs  and  resources  to  provide  assistance  for 
the  homeless. 

First,  as  noted  above,  we  make  available  HUD-acquired  single  fomily  homes  for 
shelter  use.  As  a  result  of  conversations  with  city  ^vemment  officials  and  shelter 
providers,  we  found  that  the  one-yecu*  lease  term  initially  authorized  by  the  Depart- 
ment for  these  single-family  acquired  properties  was  not  long  enough  to  justify 
spending  the  money  to  rehabilitate  them  for  shelter  use.  We  have,  therefore,  recent- 
ly amended  out  policy  to  permit  renewal  of  the  lease  for  as  long  as  the  city  wishes 
to  continue  to  use  it  for  shelter  purposes.  Twenty  homes  have  been  leased  for  shel- 
ter use  to  date. 

Second,  we  have  actively  encouraged  cities  to  use  Communi^  Development  Block 
Grant  funds  to  meet  the  needs  of  their  homeless  populations.  To  date,  $63.8  million 
in  CDBG  funds  have  been  spent  to  address  the  shelter  and  other  needs  of  the  home- 
less. The  funds  have  supported  the  following  types  of  activities,  provided  either  6ar 
rectly  by  the  city  or  through  charitable  organizations: 

Acquisitions  and  rehabilitation  of  buildmgs  for  conversion  to  emergency  shelters 
for  the  homeless,  including  shelters  for  victims  of  domestic  violence  and  shelters  fbr 
runaway  teenagers; 

Purchase  of  land  for  a  shelter; 

Improvements  to  existing  shelters; 

Operation  of  shelter  facilities; 

Psychological  counseling  for  the  homeless; 

Housing  counseling  and  referral  services; 

Housing  the  homeless  through  acquisition  and  rehabilitation  of  a  residential  hotel 
for  single  room  occupancy  use; 

Transportation  of  the  homeless  from  shelters  to  soup  kitchens; 

Placement  of  homeless  senior  citizens  with  other  senior  citizens; 

Operation  of  an  economic  crisis  center. 

Third,  we  have  published  a  proposed  regulation  to  give  poor  families  and  elderly 
individuals  who  lose  their  homes  through  no  fault  of  their  own  priority  for  admis- 
sion to  public  housing  and  other  assisted  housing. 

Fourth,  to  be  particularly  responsive  to  the  needs  of  battered  spouses,  we  intend 
to  include  them  as  among  those  eligible  for  priority  admission  to  HUD-assisted 
housing. 

Fifth,  an  an  interim  measure  until  the  proposed  regulation  becomes  effective,  we 
have  encouraged  Public  Housing  Agencies  CPHAs)  to  admit  the  homelesB  under 
*heir  "emergency"  priority  admission  category.  Where  a  PHA  does  not  have  this 
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category  in  its  admission  policies,  but  wants  to  add  it  in  order  to  house  the  home- 
less, the  Department  has  pledged  to  work  with  PHA  to  make  this  change  as  quickly 
as  possible. 

Sixth,  we  are  working  with  PHAs  which  have  some  smaller  units  which  they  are 
having  difficulty  in  renting  to  eligible  elderly  families  to  encourage  these  PHAs  to 
api^y  for  authorization  to  rent  these  units  to  single  non-elderly  individuals  who 
would  otherwise  be  homeless. 

Seventh,  where  cities  have  a  need  to  use  single  room  occupancy  (SRO)  housing, 
such  as  low  cost  residential  hotels,  to  provide  housing  for  homeless  individuals,  we 
have  informed  them  that  the  Department  will  consider  requests  for  waivers  to  the 
ragulations  for  the  Section  8  Existing  Housing  Program  to  permit  assistance  to  be 
provided  for  this  type  of  housing.  SRO  housing  is  now  eligible  for  the  Section  8  Mod- 
erate Rehabilitation  program,  the  new  Rental  Rehabilitation  program,  and  the  new 
Voucher  program. 

Eight,  the  Department  has  asked  Regional  Administrators  to  consider  keeping  a 
portion  of  their  fair  share  allocation  of  Section  8  certificates  for  Fiscal  Yecu*  1985  in 
reserve  to  support  local  homeless  efforts.  We  have  also  retained  a  small  reserve  of 
certificates  in  the  Central  Office  for  use  in  emergency  situations.  HUD  has  provided 
20  Section  8  certificates  to  a  demonstration  project,  developed  by  the  Salvation 
Army,  St.  Louis  County,  Missouri,  and  the  local  PHA,  to  provide  assistance  to  the 
homeless. 

Finally,  recognizing  that  homelessness  is  not  a  problem  of  shelter  alone,  the  De- 
partment works  actively  with  the  Federal  Task  Force  on  Homelessness,  chaired  by 
HHS,  to  coordinate  Federal  assistance  for  the  homeless. 
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I  HUD  Funding  For  The  Homclos  . 


Mil  ford 


Bristol 


New  Britain 


Waterbury 


West  Hartford 


Greenwich 


1.  Staffing  costs  for  night  tine  shelter  (CDBC)  100,000 

2.  Day  drop  in  center  provides  lunch  and  health  counseling  (CDBC)  300,000 

•  fc        Total         ^OCUfiOO,  , 

15.000 

50.000 
424.000 
200.000 
674.000 

25.000 

60.000 

10.000 
58.000 


A  non-profit  has  contracted  with  a  local  motel  to  rent  units 
for  emergency  housing  CDBC) 

1.  Temporary  housing  for  emergency  shelter  (CDBC) 

2.  Emergency  shelter  for  displaced  families  (CDBC) 

3.  12  units  temporary  emergency  shelter  (CDBC) 

Total 

Rehabilitation  of  St.  Luke's  emergency  shelter  (CDBC) 


1. 


Purchase  and  renovate  of  house  for  emergency 
shelter  (CDBC) 


2.   Portion  of  operating  costs  for  providing  shelter 
for  homeless  (CDBC) 


3.   Emergency  shelter  (CDBC) 


Elderly  weekend  meals  program  (CDBC) 


Total 


1. 


Area  Conference  of  churches-free  hot  meals 
program  (CDBC) 


2.   Battered  women's  shelter  (CDBC) 


1.  Covenant  Shelter  of  New  London.  Inc.  one  half 
of  Executive  Director's  salary  (CDBC) 

2.  Local  shelter  for  20  people  (CDBC) 


Total 


1.  Soup  Kitchen  (CDBC) 

2.  Women's  emergency  shelter  (CDBC) 

3.  Salvation  Army  emergency  shelter  (CDBC) 

4.  YMCA  emergency  shelter  (CDBC) 

5.  Renovations  to  1,  2  and  4  (CDBC) 


YWCA  counseling  for  temporarily  displaced 
homemakers  (CDBC) 

Youth  shelter  for  runaways  (CDBC) 


128.000 

21, 

.500 

10. 

,000 

10, 

,000 

20.000 


10.000 

_  10,000_ 
20.000 

12.000 
15.000 
25.000 
25.000 
34.000 
111.000 


3.000 
47.000 
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Connecticut 
Wev  York  City 


Washington,  D.C. 


Colunbia,  S.C. 


Chicago 
Cleveland 


Hinnesota 


Total  for  the  State  (CDBC) 

1.  Shelters  for  the  honeleaa  (CDBC) 

2.  Expansion  of  existing  services  (lodging,  food 
and  supportive  care)  (CDBC) 

a.   Rehabilitation  Henry  Hudson  Hotel  (CDBC) 

4.  Rehabilitation  City  owned  Apartments' (CDBC) 

5.  Rehabilitation  Lavenburg  Hones,  107  units  for 
the  homeless  (Public  Housing) 

6.  Construction  of  150  units  in  the  Bronx  for 
the  homeless  (Public  Housing) 

Total  New  York  City 

1.  Renovate  facility  for  the  homeless  (CDBC)(»C 

2.  Rehabilitation  congregate  housing  for  the 
homeless  (CDBC) 

Total 

1.  Oliva  Mission  (CDBG) 

2.  Salvation  Army  building  (CDBC) 

3.  Providence  Men's  Home  (CDBC) 

4.  Providence  Family  Shelter  (ODBC) 

5.  Sister  Care  (battered  wives)  (CDBC) 

6.  Renovation  of  Family  Shelter  (CDBC) 


Emergency  shelter  for  the  homeless  (CDBC) 

1.  Distribute  excess  food  (CDBC) 

2.  Salvation  Army  -  5  soup  kitchens  (CDBC) 

3.  Shelter  and  meals  for  homeless  (CDBC) 


1.  Shelter  for  battered  women  (CDBC) 

2.  Central  Hillside  United  Ministries 
emergency  housing  (CDBG) 

3.  Harriet  Tubman's  Woman  Shelter  (CDBC) 


Total 


Total 


1.064,500 

2,735,000 

378,000 

600,000 
9,000,000  . 

5,145,000 

9,695.000 
27,553,000 

7,100 

54,800 
61,900 

19,800 
15,100 
15,000 
30,100 
50,000 
20,000 
150,000 

675,000 

100.000 
50,000 
25,000 

175,000 

157,500 

10,000 

105.000 
272.500 


San  Antonio 

None 

Hew  Orleans 

None 

Denver 

None 

Orange  County 

1. 

Interval  House  (CDBG) 

2.  Woman's  Transitional  Center  (CDBC) 

3.  Christian  Temporary  Housing  Facility  (CDBG) 

Total 


50.000 
360.000 
100.000 
510.000 
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Pittsburgh          1.   Urban  League  counseling  services  (CDBG)  405,000 

2.   Rehabilitation  shelter  for  battered  wonwn  (CDBG)  225.000 

Total  630.000 

Philadelphli         1.   Emergency  shelters  for  chronically  hoottless 

and  indigent  (CDBG)  765.000 

2.  Family  care  center  for  homeless  due  to  fire. 

domestic  abuse,  foreclosure,  etc.  (CDBG)  710.500 

3.  Social  casework  services  for  homeless  (ODBC)  390,000 

Total  1.865,500 
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US  DEPARTMENT  OF  MOUSING  AND  URBAN  DEVELOPMENT 
OFFICE  OF  THE  UNDER  SECRETARY 
WASHINGTON.  0  C.  20410 


JW  II  BBS 


MEMORANDUM  FOR:     Regional  Administrators  -  Regional  Housing 
/.        " — 'ssioners 


nU/Valker.  C 


FROM:  Gordon  U/Valker,  Deputy  Under  Secretary  for  Field 
Coordination.  UF 

SUBJECT:  Housing  for  the  Homeless 

The  Department  remains  comnitted  to  continuing  Its  efforts  to 
provide  shelter  for  homeless  Individuals  and  families.  The  Secretary 
has  sent  a  letter  to  the  Mayors  of  all  cities  with  a  population  over 
SO. 000  informing  them  of  the  potential  for  assistance  under  HUD's 
programs.  Since  this  is  a  program  administered  by  local  communities 
In  conjunction  with  shelter  providers,  we  intend  to  keep  it  fully 
decentralized  to  the  HUD  offices  of  jurisdiction.  To  keep  you  fully 
informed  on  these  activities.  I  have  attached  the  following  information 
which  should  be  distributed  to  all  your  field  offices: 

0  Secretary's  letter  to  the  Mayors 

0  Secretary's  memorandum  of  November  29.  1984  to  associated 
Principal  Staff 

0  Fact  Sheet:  Efforts  to  Help  the  Homeless 

0  Information  Sheet:  HUD  New  Initiatives  to  Help  The  Homeless 

1  would  also  like  to  re-emphasize  the  need  to  have  your  quarterly 
reports  on  activities  within  your  jurisdiction  on  providing  assistance 
for  the  homeless.  This  information  is  utilized  not  only  in  the  Depart- 
ment, but  is  also  sent  to  the  Department  of  Health  and  Human  Services 
which  has  the  responsibility  for  Government-wide  coordination.  It 
has  come  to  my  attention  that  our  list  of  Regional  and  Field  Office 
Coordinators  for  the  Homeless  has  become  obsolete.  Therefore,  as 
part  of  your  first  quarter  report,  which  is  due  by  the  fifteenth  of 
January  1985,  please  include  an  update  of  these  coordinators  with 
their  phone  numbers. 

Attachments 
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U  S  DEPARTMENT  OF  HCXISIN6  AND  URBAN  DEVELOPMENT 

THE  SECRETARY 

WASHMQTON.  DC.  20410 


Dear  Mayor: 

The  Departnent  of  Housing  and  Urban  Development  (HUD)  renal ns 
conmUted  to  continuing  Its  efforts  to  help  provide  shelter  to  the  Nation's 
honeless. 

Over  the  past  two  years,  the  Department  has  taken  i  nuiri>er  of  actions 
to  help  shelter  the  homeless.     Single-family  acquired  homes  are  avallAlt 
for  shelter  use  and  over  $53  million  of  HUD^s  Community  Development  Block 
Grant  (CDBG)  funds  have  been  used  by  local  governments  to  acquire  and 
rehabilitate,  and  operate  shelters  and  facilities.    The  Department  Is 
acting  to  expand  the  usefulness  of  HUD*s  programs  In  providing  assistance 
for  the  homeless  as  part  of  the  larger  Federal  effort  coordinated  by  the 
Department  of  Health  and  Human  Services'  (HHS)  Task  Force  on  the  Homeless. 
I  want  to  Inform  you  of  the  Department's  Initiatives  In  this  area. 

First,  as  a  result  of  conversations  with  city  government  officials  and 
shelter  providers,  we  found  that  the  one-year  lease  term  for  single- family 
HUD- acquired  properties  was  not  long  enough  to  justify  spending  the  mon^y 
to  rehabilitate  them  for  shelter  use.    We  have,  therefore,  amended  our 
policy  to  permit  renewal  of  the  lease  for  as  long  as  the  city  wishes  to 
continue  to  use  It  for  shelter  purposes. 

Second,  we  have  established  a  clearinghouse  function  at  our  Field 
Offices  to  make  available  to  local  governments  and  shelter  providers 
Information  regarding  single-family  properties  which  are  available  for 
shelter  use.    Ue  expect  this  will  help  you  to  be  able  to  use  single- family 
HUD-acqulred  properties  more  effectively  for  emergency  shelter. 

Third.  I  want  to  remind  you  that  CDBG  funds  may  be  used  to  acquire 
and/or  rehabilitate  buildings  for  use  as  shelters  for  the  homeless.    CDBG 
funds  may  be  used  for  improvements  to  a  building  currently  In  use  as  a 
shelter.    Local  governments  can  undertake  these  activities  directly,  or  the 
funds  can  be  provided  to  a  non-profit  organization  to  undertake  the  work. 
As  an  example,  the  c1^  of  Birmingham,  Alabama  used  $45,000  of  Its  CDBG 
funds  to  renovate  an  abandoned  f1 rehouse,  turning  It  Into  a  shelter  which 
serves  30  to  36  men  a  night.    An  Inter-denominational  church  group  staffs 
the  shelter. 
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The  costs  of  operating  a  shelter  are  also  eligible  for  CDBG  funding  as 
Mjbllc  service  activity.    CDBG  funds  can  be  used  for  any  of  the  specific 
(ts  of  running  a  shelter:    equipment  such  as  beds,  stoves,  and 
rrlgerators;  supplies  such  as  food  and  blankets;  utilities;  and  stiff, 
rever,  use  of  funds  for  shelter  operating  costs  does  fall  within  the 
itutory  Halt  (15  percent  In  most  cases)  on  the  use  of  CDBG  funds  for 
yvlding  public  services. 

Fourth,  we  have  published  i  proposed  regulation  to  give  poor  faallles 
1  elderly  Individuals  who  lose  their  homes  through  no  fault  of  their  own 
iorl^  for  admission  to  public  housing  and  other  assisted  housing. 

Fifth,  to  be  particularly  responsive  to  the  needs  of  battered  spouses, 
m  we  found  constituted  part  of  the  Increase  In  the  homeless  population. 
Intend  to  Include  them  as  among  those  eligible  for  priori^  admission  to 
^-assisted  housing. 

Until  the  proposed  regulation  becomes  effective,  the  Public  Housing 
trey  (PHA)  which  serves  your  community  can  adilt  the  homeless  under  Us 
iergency"  priority  admission  category.     If  the  PHA  does  not  have  this 
tegory  in  Its  adilsslon  policies,  but  would  like  to  add  It  in  order  to 
jse  the  bomeUsSp  the  Department  will  work  with  the  PHA  to  make  this 
inge  as  quickly  as  possfb  e.    Additionally,  If  the  PHA  has  some  units 
Ich  It  is  havtng  difficulty  In  renting,  the  Department  can  authorize  It 
rent  these  units  to  single,  non-elderly  homeless  persons  who  otherwise 
lid  not  be  eligible  to  1tve  In  public  housing. 

Sixth,  where  cities  have  a  need  to  use  single  room  occupancy  (SRC) 
jsing,  such  as  low-cost  residential  hotels,  to  provide  housing  for 
■•less  IndlvfduHiU,  we  mIH  consider  requests  for  waivers  to  the  regu- 
tlons  for  the  Section  8  ExUtlit^  Housing  Program  to  permit  assistance  to 
provided  for  thU  type  of  housing.     SRO  housing  Is  now  eligible  for  the 
:t1on  8  HoderAte  RehAbnitatlon  program,  the  new  RenUl  Rehabilitation 
i»gr«i,  and  the  new  Voucher  demonstration. 

Serving  the  homeless  Is  a  high  Departmental  priori^.    I  have  directed 
Field  Office  Managers  to  cooperate  with  you  In  ivy  way  possible  In  your 
forts  to  serve  the  homeless  In  your  comiiunlty.    TheNanager  of  the  HUD 
old  Office  which  serves  your  community  Is: 
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I  am  also  enclosing  a  copy  of  a  recent  publication  of  the  Departnent  of 
Health  and  Human  Services  (HHS),  "Helping  the  Homeless:  A  Resource  Guide." 
The  guide,  which  provides  *how  to"  Information  for  both  food  and  shelter 
operations  for  the  homeless,  should  prove  useful  to  those  In  your  community 
who  are  concerned  with  addressing  the  needs  of  the  homeless.  The  guide 
also  contains  an  appendix  which  provides  Information  on  how  to  obtain 
assistance  from  the  Federal  Government,  and  lists  the  addresses  of  the 
Regional  Directors  of  HHS,  who  can  help  you  coordinate  Federal  assistance. 

We  hope  that  this  Information  and  the  changes  we  have  made  In  our 
programs  will  prove  useful  to  you  and  your  efforts  to  assist  the  homeless. 

^try   sincerely  yours, 

Samuel  R.  Pierce,  Jr. 
Enclosure 
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U  S  DCPARTMCKT  OF  HOL'StNG  AND  URBAN  OCVELOPMEia 

TMC  SECRrrARY 

WASHINGTON.  D  C  30410 


NOV  29  1984 


•lORANDUN  FOR:    Kaurlce  L.  Barksdale.  Assistant  Secretary  for  Housing- 

Federal  Housing  Conalssloner,  H 
John  J.  Knapp»  General  Counsel,  6 
Varren  T.  Lindqulst,  Assistant  Secretary  for  Fubllc  and 

Indian  Housing.  P 
Gordon  0.  ValkertDepu^scJ^nder  Secretary  for  Field 

Coordination, 


Um:     Sanuel  t.  Fierce,  Jr^ 

IIBJECT:    HUD  Adnlnl strati ve  Actions  to  Assist  the  Komelest 

As  a  follow-up  to  the  stucty  on  the  hooeless,  1  asked  PUR  to  provide 
I  with  recoiamendatlons  on  actions  HUD  could  take  to  address  the  needs 
dentlfled  In  the  study.     I  have  decided  that  the  Department  should  move 
viedlately  to  take  administrative  action  In  several  areas  to  expand  and 
reserve  housing  resources  available  to  those  who  are,  or  are  about  to  be, 
oaeless,  as  follows: 

.     Expand  the  use  of  single-fariily  acquired  properties  as  emergency 
■ally  s>>e Iters. 

In  February  1983  the  OepartTient  Initiated  a  policy  of  offering  to  lease 
Ingle-fa.Mlly  acquired  properties  for  SI .00  to  local  governments  or  shelter 
rovlders  for  shelter  use.     leases  are  limited  to  no  more  than  one  year,  and 
riy  necessary  repairs  are  the  responsibility  of  the  shelter  providers, 
here  has  not  been  extensive  interest  in  use  of  these  properties, 
ntervi  ewers  for  the  PD&R  study  found  that  one  reason  these  properties  wer« 
ot  being  used  was  that  nar^y  of  the  available  properties  needed  repairs  to 
lAke  then  useable  as  shelters,  but  shelter  providers  were  unwilling  to  spend 
he  necessary  funds  in  view  of  the  short- ter«  of  the  lease  and  the 
ncertainty  about  continued  availability  of  the  property  for  shelter  use. 

To  remove  this  Impediment  to  the  use  of  single- family  acquired 
properties,  1  have  decided  and  the  Office  of  Housing  has  agreed,  that  we 
.hould  aRiend  our  current  policy  on  making  single- family  properties  In  the 
HA  general  and  special  risk  Insurance  funds  available  to  cities  for  shelter 
ise  to  allow  cities  to  renew  the  lease  at  the  end  of  the  lease  term.  If  they 
rish  to  continue  to  use  the  property  for  teniporary  shelter.    This  policy 
fas  Inple^nted  by  a  September  10,  1984  meaorandum  from  Assistant  Secretary 
Urksdale  to  Regional  Administrators. 
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In  addition,  we  should  publlclie  the  •vtllablllty  of  these  properties 
for  shelter  use  through  an  Initial  outreach  effort  by  fteglonil 
Administrators,  and  through  the  establlshiRent  of  i  clearinghouse  function 
at  the  field  offices  to  maintain  communications  with  local  governments  and 
shelter  providers  regarding  single-family  acquired  properties  lAlch  art 
available  for  shelter  use. 

2.    Encourage  the  preservation  of  single  room  occupancy  (SRO)  housing. 

The  studly  found  that  the  vast  majority  of  the  homeless  art  tinolt 
Individuals.    The  decline  In  the  nuii6er  of  lov-cost  hotels  and  rooming 
housing  (SRO  housing)  In  urban  areas  In  the  last  decade  Is  considered  ly 
many  experts  to  be  a  contributing  factor  to  homelessness  among  single 
Individuals.    The  Section  8  program  can  be  useful  In  preserving  SRO 
housing. 

SRO  housing  Is  now  eligible  for  the  Section  8  HoderaU  Rehabilitation 
Program,  the  new  Rental  Rehabilitation  Program,  and  the  Voucher  Demonstra- 
tion.   The  use  of  Section  8  Existing  Certificates  In  SRO  housing  was 
authorized  by  the  Housing  and  Urban  Rural  Recovery  Act  of  1983.    Fending 
Issuance  of  regulations  to  Implement  this  provision,  we  should  announce  tha^ 
the  Department  will  consider  requests  to  waive  the  Section  8  Existing 
Housing  regulations  to  permit  SRO  use  In  cities  having  documented  demand  for* 
this  type  of  housing  that  cannot  be  met  with  the  programs  under  lAlch  SRO 
housing  Is  currently  available.    Appropriate  rents  for  SROs  will  be 
established  administratively  when  waivers  are  granted. 

While  the  U.S.  Housing  Act  generally  limits  the  admission  of  single 
non-elderly  Individuals  to  assisted  housing  by  providing  preferences  to 
others  In  ad*n1ss1on  and  limiting  occupancy  to  15  percent  of  the  units  (30 
percent  In  certain  cases),  1  have  the  authority  tz  waive  the  priorities  and 
limits  established  In  the  Act  for  the  Section  8  Existing  Housing  program  and 
the  Section  8  Moderate  Rehabilitation  program  In  connection  with  SRO 
housing.    We  should  publicize  the  availability  of  this  waiver  authority  by 
announcing  that  the  Depart^nt  will  entertain  requests  to  waive  orlorltles 
and  Units  for  adnlsslon  of  single  persons,  where  necessary  to  use  SRO 
housing  to  neet  the  housing  needs  of  homeless  single  Individuals. 

^ •     provide  priority  for  admission  to  assisted  housing  for  those  who 
are,  or  are  about  to  be,  homeless.  Including  battered  spouses. 

The  Departnent  has  statutory  authority  to  establish  a  preference  for 
admission  to  assisted  housing  for  Income  eligible  families  who  are 
displaced,  living  in  substandard  housing,  or  paying  more  than  50  percent  of 
their  incorw,  for  rent. 

A  proposed  rule  affecting  the  Rent  Supplement,  Section  8  and  Public 
Housing  pro9ra::is  has  been  developed  to  implement  these  preferences.    The 
proposed  rule's  definition  of  displacement  In  most  cases  Is  significantly 
broader  than  that  now  being  used  in  those  programs  administered  by  PHAs  to 
provide  "emergency"  admission  to  families  who  are  about  to  lose  their  homes 
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and  would  help  •ore  ftnllles  avoid  homelessness.    However,  one  category  of 
the  homeless  *^o  now  qualify  for  •emergency"  admission  at  mar\y  PHAs, 
victims  of  domestic  violence,  are  not  Included  In  the  definition  of 
displaced  In  the  proposed  rule  as  written. 

To  assist  those  ^o  might  otherwise  be  homeless,  1  have  decided  that  we 
should  make  Mattered  spouses  eligible  for  the  dlspUcemcnt  preference  fn  the 
rule  ImplewnHrvg  it*  tutor/  pre  f<  recces  for  admission  to  as  listed  housln9  by 
expanding  the  deflnUlon  of  dUplacemenl  to  Include  ptrs&rvs  constructively 
displaced  bcciosc  of  a  threat  to  health  and  safety.     In  order  not  to  delaiy 
Issuance  of  the  proposed  rule,  the  regulatory  provision  Including  battered 
spouses  In  the  defl/iUlon  of  displaces  should  be  published  as  an  Interia 
provision  with  the  final  rule. 

#•    Expand  the  use  of  Public  Housing 

There  U  evidence  that  S0B*e  PHAs  are  experiencing  difficulty  In 
marketing  units  for  the  elderly,  either  because  of  soft  markets,  or  because 
the  units  themselves  are  not  desirable  for  reasons  such  as  design  or 
location.    Thus,  there  Is  an  opportunity  In  some  cities  to  use  small  vacant 
units  to  provide  penaanent  housing  for  some  single  non-elderly  people. 

I  have  decided  that  we  should: 

—    Reiterate  the  policy  of  allowing  the  rental  of  public  housing  units 
to  single  non-elderly  Individuals  when  otherwise  eligible 
applicants  are  not  available;  and 

--     Issue  regulations  to  1nplen)ent  the  statutory  authority  to  allow  up 
to  30  percent  of  a  PKAs  units  to  be  used  to  house  single  non- 
elderly  individuals,  where  units  are  expected  to  be  otherwise 
vacant  for  a  year  or  acre. 

5.     Encourage  the  use  of  COBG  fuft<fs  for  temporary  shelter  provision 

The  PDI<t  study  found  that  there  was  a  substantial  un'»et  need  for 
addillon^l   t«^[>or*fy  she  ler  for  the  homeless.     Cities  nay  use  COBG  furitfs  to 
support  shelter  operation,  either  through  providing  funds  for  shelter 
services »  or  acquiring  ind/or  rehabilitating  properties  for  shelter  use. 
Because  It  has  been  sor«  time  since  we  last  reminded  CDB6  grantees  about 
possible  usei  of  CDBG  funds  to  aid  the  homeless,      have  decided  that  we 
should  again  make  a  special  effort  to  remind  all  CDBG  grantrci  of  the  ways 
In  which  they  can  use  local  CDBG  funds  to  respond  to  the  nerds  of  the 
homeless.    To  highlight  the  potential  use  of  COBG  funding  f^^r  this  purpose, 
•  Central  Office  coordinator  should  be  designated  to  resolve  any  eligibility 
or  other  Issues  that  might  arise  relating  to  the  use  of  COBG  funds  to  assist 
the  homeless. 
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I  have  asked  Dr.  June  Koch  to  coordinate  Implementation  of  these 
decisions.    Each  of  you  should  designate  soi>«one  to  work  with  her  and  her 
staff  on  this  effort.    She  will  be  calling  you  soon  to  learn  the  Identity  of 
your  designee,  and  begin  the  work  necessary  to  take  these  actions  to  help 
the  hoiailess. 
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Ftct  Sheet:    Efforts  to  Help  the  Homeless 

PrIvite/PubUc  Efforts 

—  Vist  najorltj^  of  efforts  to  assist  the  hoaeless  ire  being  undertaken  by 
the  private  sector,  primarily  by  non-profit  groups,  religious 
organisations,  and  other  voluntary  organizations.     (941  of  all  shelters 
are  operated  by  non-profit  groups;    Activities  Include: 

0    operating  eiaergency  overnight  shelters 

0    providing  vouchers  to  pay  for  overnight  lodging  In  hotels, 
■otels  and  apartiaents 

0    operating  transitional  housing 

0    running  food  banks  and  food  pantries 

—  Local  governments  also  p^9y  a  role  In  providing  services  to  the 
homeless.    According  to  the  HUD  report,  BOX  of  local  governments  do  at 
least  one  of  the  following: 

0    give  money  to  private  groups  to  operate  shelters  or  provide 
other  services; 

0    lease  or  rehablllUte  building  for  private  shelter  providers; 

0    furnish  vouchers  to  homeless  persons  for  use  In  hotels,  motels 
and  apartiaents; 

0    operate  shelters. 

—  80  percent  of  these  local  governments  rely  primarily  on  Federal  funds 
to  assist  the  homeless;  only  by  20  percent  use  locally  generated 
revenues. 

—  Principal  Federal  funds  used  by  these  local  governments  are: 

0    $210  million  from  the  Federal  Emergency  Management  Agency  for 
Emergency  Food  and  Shelter  ($100  million  In  FY  1983  and  $110 
million  In  FY  19M) 

0    $53  million  In  HUD  Comunlty  Development  Block  Grant  Funding 
for  shelter  provision  for  the  homeless  ($33  million  In  FY  1983 
and  $20  million  In  FY  1984) 

0    $125  million  In  HHS  Community  Services  Block  Grant  Funds  for 
food  and  shelter  for  the  poor  ($65  million  In  FY  1983  and  $60 
million  In  FY  1984). 
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HUD  Prograws 

—  Preventing  Honelessness 

0    An  additional  750»000  Individuals  and  faallles  have  been 
provided  housing  assistance  since  1980.    HUD  currently 
provides  housing  for  over  4  alii Ion  faallles. 

0    The  Department  has  published  a  proposed  rule  to  give 
poor  families  and  elderly  Individuals  who  lose  their 
hones  through  no  fault  of  their  own  priority  for 
admission  to  assisted  housing. 

0    Single  Room  Occupancy  (SRO)  Housing^  such  as  low-cost  resi- 
dential hoi^U,  «n  fflnporunt  housing  resource  for 
low-lncone  indlvfdudU,  has  been  made  eligible  fdr  the 
Section  8  Moderate  Ftchablliutlon  Program^  the  new 
Rental  Aehabi  Itatlon  program^  and  the  Voucher 
Demonstration. 

0  Shared  Housing 

—  Providing  Shelter  for  the  Homeless 

0  Cities  have  used  $53  million  In  HUD  CDB6  funds  to 
provide  shelter  for  the  homeless 

Example: 

-  The  City  of  Birmingham,  Alabama*  used  $4S»000  Of 
Its  CDBG  funds  to  renovate  an  abandoned  f1rehouse» 
turning  It  Into  a  shelter  which  serves  30  to  36  men 
nightly. 

0    HUD  leases  Single-Family  Acquired  Houses  to  cities 
^'  to  provide  shelter  for  homeless  families. 

Example: 

-  In  Memphis,  Tennessee,  10  HUD-owned  homes  are  being 
used  by  the  Memphis  Inter-Faith  Association  to 
provide  temporary  housing  for  displaced  families, 
enabling  families  to  live  together  In  times  of 
crisis  lAlle  they  seek  more  permanent  housing. 

0    Some  Public  Housing  Agencies  are  actively  moving 
to  provide  housing  for  the  homeless. 
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ExMples: 

-  Tlie  New  York  City  Housing  Authority  Ims  received  t  HUD 
FwidlRg  Reservation  of  19  ■lllloo  In  public  housing 
development  funds  for  ISO  nniu  of  housing  for  the  howless. 
Construction  Is  expected  to  begin  next  year. 

-  The  New  York  City  Authority  Is  completing  reconstruction  of 
L«venb;jr^  Hou^^s^  »  project  exclusively  for  the  homeless. 
It  win  conufn  107  unlU.     HUD  funding  fdr  this  project  Is 
$5»14S»00D. 

Other  rederaT  Efforts— I fiter agency  Tasfc  Tprce 

—  HID  participates  In  Interagerkcy  Task  Force  headed  Igr  WIS  which  works 
with  local  9cvern»?nt$  and  thv  prUtte  sector  to  help  local  groups 
obtain  unused  Federal  buildings,  food,  equipment  and  supplies. 

—  The  major  task  fdrce  achievements  Include: 

0    certification  of  1323  food  banks  to  obUIn  food  from  197 

military  cowlssarles;  eighteen  of  them  received  100,000  pounds 
of  food  from  January  to  April  1904. 

0    helping  In  the  esUbllshment  of  a  shelter  In  Vashlngton,  DC. 

0    providing  technical  assistance  to  projects  such  as  an 

Innovative  shelter  financing  progrmn  In  St.  Louis,  Missouri. 

0    preparing  a  "how- to-do-It"  guide  fdr  local  groups,  based  on  a 
workshop  for  operators  of  30  successful  projects. 

0    working  with  the  Departiaent  of  Defense  to  make  unused  Military 
facilities  available  for  shelter  use.    For  «KMplv    a  former 
barracks  In  Forest  Glenn,  Maryland,  was  ntde  aval  able  by  the 
Anqr  to  the  local  government  to  provide  shelter  for  20  homeless 
men.     ^  the  end  of  November,  six  shelters  were  operating  on 
military  installations. 
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6.     Cncourtgt  tht  ust  of  CDB6  funds  for  tenporary  shelter  provision 
byj 

••    naklna  a  special  effort  to  Infom  CD66  arantees  about 
poiilble  uses  of  CDB6  funds  to  aid  the  hoaieless;  and 

b.    deil ana ting  a  headquarters  coordinator  In  Washington,  D.C.  to 
resolve  ar^  eligibility  or  other  Issues  which  alght  arise 
relating  to  the  use  of  CDB6  funds  to  assist  the  howl  ess. 
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Inforaatlon  Sheet:     HUD  New  Inltlattves  to  Help  the  Howelest 

A  series  of  new  Initiatives  to  help  the  hoMless  was  recently  announced 
by  SecreUry  Pierce.    These  Initiatives  will  co^>1e«ent  steps  already  Uken 
by  the  Deparment  to  aalce  shelter  available  for  hoiwless  Individuals,    esy 
■ewrandMp  of  Novei<»er  29,  1984,  the  SecreUry  directed  the  Departiiwnt  to 
take  action  to: 

1.  Expand  the  use  of  single-faally  acquired  properties  as  eiwrgency 
shelters  by: 

a.  Penalttlfig  extension  of  the  lease  beyond  the  initial  one  year 
teni,  to  encourage  cities  and  shelter  providers  to  spend  the 
Money  necessary  to  rehablllUte  the  properties,  and 

b.  establishing  a  clearinghouse  function  at  HUD  Field  Offices  to 
■lake  available  to  local  governaents  and  shelter  providers 
InforMtlon  regarding  single-faally  properties  available  for 
shelter  use. 

2.  Encourage  the  preservation  of  single  rooa  occupancy  (SRO)  housing 
by: 

a.  considering  requests  for  waivers  to  the  Section  8  Existing 
Housing  regulations  to  pemlt  SRO  use  In  cities  having  a  denand 
for  this  type  of  housing,  that  cannot  be  aet  with  other 
progrjias,  and 

b.  reemphaslzlng  the  fact  that  SRO  housing  Is  now  eligible  under 
the  Section  8  Noderate  RehablllUtlon  progrm,  the  new  Rental 
RehablllUtlon  prograa,  and  the  Voucher  deaonstratlon. 

3.  Provide  priority  for  adalsslon  to  public  and  assisted  housing  to 
poor  families  and  elderly  Individuals  who  lose  their  homes  through 
no  fault  of  their  own. 

4.  Make  battered  spouses,  who  constitute  part  of  the  Increase  In  the 
homeless  population,  eligible  for  a  priority  for  admission  to 
HUD-asslsted  housing. 

5.  Expand  the  use  of  public  housing  by: 

a.  reiterating  the  policy  of  allowing  the  renUl  of  public  housing 
units  to  single  non-elderly  Individuals  when  otherwise  eligible 
applicants  are  not  available;  and 

b.  Issuing  regulations  to  allow  up  to  30  percent  of  a  PHAs  units 
to  be  used  to  house  single  non-elderly  Individuals,  where 
units  are  expected  to  be  otherwise  vacant  for  a  year  or  more. 
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MEHORANMUM  FOR   Alj  n<  Lionel  Adninistrators 

FROM:  Maurice  L.  Barkfdale,. Aaslstant  Secretary  for  Hoaalag-Federal 

Uoualiig'CbaBlaB loner,  H  /)/ 

SULJECT:  Section  a  Exiatlng  Certiflcatec  for  the  HoMrlesa 

Frovlding  bouslr.t;  asslatance  for  the  hoc^lesk  In  Anerlca  continues  to  be 
a  bajor  concern,  vith  laany  agenclea  and  local  organisations  working  indepen- 
dently to  help  solve  thla  prdblea. 

a. 
As  part  of  KUD*tt  continuing  efforta  to  provide  assistance  to  the  hooelrF.*;. 
I  an  requesting  that  each  Region  consider  keeping  a  portion  of  their  fair 
share  allocation  of  Section  b  Existing  certificates  for  Flscsl  Tear  1985  In 
reserve  to  support  local  boneless  efforts.   Your  keglonal  homeless  coordinator 
as  veil  as  the  local  field  offices  should  be  encoursgcd  to  naintaln  contact 
with  the  cities »  local  non-profit  orranications  and  hofiieless  groups  vbo  sre 
directly  Involved  to  see  If  such  assistance  vould  be  beneficial  to  their 
ongoln£,  efforts  to  assist  the  homeless. 

In  addition  to  the  Section  b  certificates  you  set  aside  for  this  purpose, 

vc  are  keeping  a  siraII  reserve  here  in  the  Central  Office  for  use  In  er«crr,crcy 

situationf  or  if  t^ie  ccrtificctes  you  h»ve  rest  rvci^  are  iBSufficient  to  meet  a 
particular  need. 

ADDkESSEES: 

Region  1 
Rcigioo  II 
Hagloo  HI 
Region  IV 
Region  V  * 
Region  VI 
Region  VII 
Region  VIII 
Raglon  U 
Region  X 
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SEP  101934 


rkt^'      ^u^urir^  UrkPt^alft.  M^vUttni  l^rcrclArj)  fvr  I.M»ln<--}»*4'.c  ra)  Koncin;;. 
bi:U^CT       Ufic  of  HUD-ltcld  rroptrtlei  for  fliv  Mo%«Ics» 


iin  artlvf  r€»1r  S«t  f^4'ntif>ln**  ap4  fitVffi^  9v^tl«!>lr  •  nmO'ifr  c^t  tUb^NcL! 
sJnflff-frrJly  rro^trtlen  lor  corrauiitt1«.'r  with  profrabJ^  to  *l<«  tM   )-r>rltfti. 
As  #  r«».vU.  rcvrffl  rtv|'^*rtl^:fr  were  lr-.is£-<(  to  reyor^  A^«?/or  lorsl /otf^cnl- 
ftjtlonib  for  a  notJiial  f«r  of  $]  per  ytor. 

A  nvHfcr  of  iKr  Initial   lr«««'e  op  Kt)«&»e  |*roprrtlrr  are  tBclicfulcu  to 
exfirt  in  the  m:«r  Iwturf  •     Ti>f»  Rwrtoran^vi^  aiitborlx«ii  tbc:  ilrli*  oifico»  to 
reRe».'Otf«t«  ait  anient  Ion  of  rlie  Icaar  or.  propertica  already  ir  oec  should 
thr  coiHrMfiltIca  vaot  to  cor«tiri*c  tticfr  yronraa^  for  tlic  lioct:i«:aa.     Th* 
laaslnf.  of  HlU^cl^  fropfrtiac,   in  covtlnaifon  vlth  local  public  an<?  private 
acctor  Solclatlvec,  baa  provt-n  avceeaaful  in  the  r*ticivatin«;  coTtmiPitfea* 
Ibraa  cfforca  tfcacnrc  eontSoulni   ^«partfM!iital  aii|.port. 
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us  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHMOTON.  OC.  a0410 


OfVCi  or  T»«  AMSTMir  HCNfTMV  PI 


SEP  8     1983 


MEMORANDUM  FOR:     All    Rtglonal    Adalnlttratort 

ATTENTION:      All   Rtglonal    Houti 
All   Rtglonal   CPD  ~ 


Housing  OlrtctArs       \      ^a 
CPO  Dlrtctorsjr^      L    012 

puty  Undtr  StffXan^SrMW^^ 
F 


FROM:   Gordon  UaUtr,  Deputy 
Coordination,  UP 

Sttphtn  J.  Bolllngtr,  Assistant  Secrttary  for  Coaaunlty^^^^ 
Planning  and  Devtlopaent,  C  ^W'^^ 

Philip  Abraas,  Assistant  S^crWtary  for  Nouslng-Ftdtral 
Housing  Coaalsslontr,  N  U/^^ 

SUBJECT:  Now  Quarttrly  Rtport  on  Mousing  and  CDBC-Fundtd 
Assistance  for  tht  Hoaeltss 

Providing  housing  and  asslstanct  for  tht  hoatltss  Is  a 
strlous  problta  In  aany  Aatrlcan  citlts.  Mettlng  thtst  nttds  Is 
a  aajor  Ftdtral .  Statt  and  local  govtrnatntal  Inltlatlvt. 
Tht  Uhltt  Houst  Offlct  on  Privatt  Stctor  Inltlatlvts,  NUD  and 
othtr  Ftdtral  Dtpartatnts,  and  tht  National  Citlztns  Coaaltttt  on 
Food  and  Shtlttr  art  all  working  Indtptndtntly  to  solvt  this 
problta. 

Most  of  tht  dtclslons  on  NUD  CDB6  and  Housing  programs  which 
dirtctly  afftct  tht  hoatltss  art  aadt  by  local  govtrnatnts  and 
art  not  prtstntly  rtporttd.  Thtrtfort,  In  ordtr  to  laprovt  NUD 
and  Ftdtral  rtporting  and  coordination  of  this  problta,  «t  art 
rtqutsting  a  quarttrly  rtport  fro*  you  on  actlvltlts  rotating  to 
■tttlag  tht  nttds  of  the  hoatltss.  This  should  Includt  ust  of 
CDB6  funds,  slnglt  f tally  Itaslng,  and  a  suaaary  of  any  othtr 
local  activities  which  could  lead  to  further  HUD  action. 

Attached  Is  a  draft  foraat  for  your  use.  For  tht  CDB6 
section  of  the  report,  please  provide  city-  or  county-specific 
Inforaatlon  regarding  the  kind  of  activities  being  undertaken  and 
the  aaount  of  CDB6  and  other  resources  Involved. 
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For  the  housing  stctlon  of  tht  rtport,  pi  cast  11 tt  any 
sinfle  fMlly  hoaes  aade  avail ablt  to  units  of  local  govtrnatnt 
for  Mklng  te«porary  shelttr  avallabit  for  tht  hoatltss.  As  you 
kmm,   this  Includes  any  available  unit  which  was  orlolnally 
im%ur%d   under  the  Ceneral  Insurance  or  Special  Risk  'und.  Your 
report  should  Include  the  property  listing,  the  date  of  least, 
and  the  approxlaate  nuaber  of  hoaeless  to  be  housed.  You  should 
also  note  ^ny   cities  which  Tt   currently  negotiating  leasts  which 
have  not  yet  reached  fruition. 

The  first  report  should  cover  FY  1983.  Subsequent  reports 
need  only  update  and  add  to  other  Inforaatlon  previously  reported 
and  are  due  the  end  of  each  quarter.  Please  send  the  first 
report  to  Gordon  Walker  by  Septeaber  30,  1983.   It  will  be 
dissealnated  to  HUO  Headquarters  Offices  as  well  as  other  Federal 
Oepartaents  working  on  hoaeless  Issues.  The  Inforaatlon  for  the 
report  should  be  gathered  froa  the  regular  contacts  your  field 
staff  has  with  grantees  by  phone,  in   aeetlngs,  and  on  field 
visits.  Too  should  request  your  staff  to  aake  special  phone 
calls  to  cities  to  keep  us  Inforaed  of  assistance  to  the 
hoaeless. 


If  you  have  any  questions,  please  contact  ^trry   Riebaan  at 
ig€3.  Thank  you  for  your  cooperation. 


755-«»§3 
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^fjfit  \  VM  tCCMETARV  or  MOUSING  AND  UMAN  OCVElOfMENT 

*  *  1^  ^J  MASHIMGTOII.  04.  lOtIt 


MEMORANOUN  FOR:    Ittglonal  AdilnUtrators 

SUBJECT  :    Additional  Guldanct  on  Ltaslng  Acqulrtd  Fropertlts  for 

Ost  as  ShtUtr  for  tht  Nooitless 

You  art  authorlied  to  »akc  certain  vacant  slnglt-faalljf  acqulrtd 
properties  ivaHiblt  to  units  of  local  govtrmnent  or  IMtreiled  charlt«bU 
or  rallglout  or^tnliatloni  for  Mklng  temporary  fthelttr  arti  able  for 
the  hOMeWii*     Pia  propeftles  that  NUD  can  make  avail abit  for  thU  piirpoio 
fndwtfe  tny  avail  able  unit  Mhlcti  Mat  originally  insured  under  the  General 
Insurance  or  Special  Risk  Insurance  Funds  (arej  and  tcrtlce  omces  have 
already  teen  requested  to  provide  you  an  eslimtt  of  properties  that  can 
be  used  for  this  purpose.) 

The  follOMing  guldanct  Is  provided  concerning  guidelines  you  should 
follow  1ft  working  with  the  local  bodies/organizations  lAlch  wish  to  least 
our  properties  for  housing  the  homeless: 

(1)  Available  properties  shall  he  any  vacant  property  not 
under  contract  of  sale,      sted  for  sale,  or  unconditionally 
conailtttd  to  other  programs,  such  as  Urban  Hoiaesteadlng. 

(2)  Leases  m$j  be  negotiated  for  such  terss  as  the  recipient 
wishes  up  to  one  yt^r      Any  of  the  properties  desired  by 
the  recipient  shall  be  avallible    hoi^ever,  repairs,  utility 
service,  etc.  shall  be  the  responsibility  of  the  recipient, 

(3)  Leasees  shall  Mke  a  nominal  paywnt  of  $1  for  the  teni  of 
tht  lease. 

(4)  Haiard  and  general  liability  Insurance  shall  be  the  responsibility 
of  tht  recipient  organization. 

A  model  lease  for  use  In  this  effort  to  make  HUO-owner  properties 
available  to  assist  communities  In  housing  the  homeless  will  be  provided 
to  your  office.     If  you  require  further  assistance  1ft  your  efforts  to 
assist  these  organizations  please  coi^lact  the  Office  of  tTic^epuJj'^dcr 
Secretary  for  Intergovernmental  Rel^4ofis^ 


Samuel  R»  Fierce, 
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^  ^-       I  h.M        Cft^  '•'/  '^^*' 


MENORANIXm  TO:  ALL  REGIONAL  AOMINISTMTMS 
SUBJECT:  HUD  AstUtanct  for  tht  Roatlttt 

TKt  fiuMbtr  of  hoMlcss  IndltlduaU  and  fanllles  Is  a  growl ng  local 
probica  111  these  difficult  t1»es  of  •cononU  transition.  TKt  Frtsldtut 
Mde  special  Miitlon  of  this  problea  In  hit  State  of  the  Union  nessage. 
1  aa  therefore  authorising  HUD  to  Mrshall  eilsting  programs  to  aid  the 
hoaelest. 

You  are  hereby  Instructed  to  cooperate  folly  In  eipedlting  the 
ose  of  Coomunlty  Developnent  Block  Grant  funds,  as  described  below, 
to  veet  the  needs  of  the  hoMless  as  Identified  by  local  coonunltles. 

You  are  also  Instructed  to  provide  aid  and  InforMtloo.  as  Indicated 
below,  to  onable  states  and  local  connunltles  to  assist  private  charitable 
groups  In  Mklng  the  aost  effective  use  of  available  ti^ty  housing  units 
under  HUD  control. 

})%i  DF  CDBG  fUWS  TO  AID  IHI   HWFLESS 

1.  tfP^lite  *^fO*il  pf^  in  tarUtr  start  for  tjto  rT^3_CDBE  proftrao 
jftif  wh^n  ■  grantrt   requf^^lt  It,  ' 

Sane  ^r  in  tees  My  not  ha^e  any  funds  currently  available  to  under- 
take activities  to  aid  the  ho«e1ess.    They  would  nonwlly  have  to 
wait  until  Fiscal  Tear  19B3  funds  jr*  pfovid^d  when  their  neit 
prograa  year  begtm.    Where  n  S3  fMndi  «re  ntt6t6  to  aid  the 
hoaeless,  gr*ntee»  should  be  «dvlsed  that  HUD  will  eipedlte 
approval  of  any  chinge  tn  prograa  year  start  dates  In  order  to 
Mke  these  funtft  rjpldly  available. 

2.  Keatnd  alTCDBSEntltlfaent  trantfes  about  the  fol1o>rina^po»1ble 
uses  of  CS^G  FuniJ>7to"i^d  the  honelwl 

jAtq^>1Sltlon  iftd  nhibllltation 

The  acqultUlon  and/or  rehabilitation  of  real  pr^erty  for  use  as 
a  shelter  for  hoseUis  li  an  eli^^ble  use  of  CDK  fundi.    Buildings 
currently  vacant,  such  *%  turpi ui  tchooU^  coultf  be  acquired  and 
reM>deled.     A  buiHlnD  currently  In  vie  »  m  shelter  feiy  Ated 
i«provca«iitS  In  order  to  pcct  the  ^rtntiP^  deaind>     The  cUj  or 
county  cin  vndertsir  these  actlvtttes  directly  or  the  funds  can  be 
provided  to  a  ftonpreflt  orginliatlon^     Construction  of  a  shritor 
Is  ^ot  pemUted,  euept  under  the  ipettal  provision  In  the 
regulation  at  24  CFK  b7(), 704(c) {4)« 
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Piibllc  Srvtct 

TKt  optratlng  cost  of  •  shtUtr  for  the  hoMlets  Is  ••  tllglbit 
public  strvlcc  •ctlvltjf,    COM  funds  can  be  used  for  any  of  the 
speclfU  toftt  or  ninn1fi9  a  shelter  as  a  public  service  Including 
equifneot  (beds,  stO¥Fi.  refrigerators,  etc.)t  supplies  (food, 
theeti.  blinketv^  etc.).  utilities,  or  staff.    Under  the  19B1 
amrndncnU  tp  the  Act,  there  *re  no    ongtr  tnj  geographic 
lloltAtlDni  on  vtrvitt  areas.     However,  two  llAltetfoni  «pply  to 
public  strvUc  «aitUie«.     Flrtt,  the  serrUt  Mit  be  a  new 
service  or  an  Increased  level  of  tervUe  compared  to  the  service 
provided  by  the  locality  fro*  State  or  lot»1  f**"di  In  the 
previous  12  vtontht.     Second,  eicti  Vr*nlee  Is  lUKed  to  IDI  of 
its  grant  for  public  ictvtcei,  unless  the  grantee  quallffet  for 
a  waiver,     grantees  that  qmlifjr  for  a  ual vcr  etutt,  hotftver, 
reduce  their  level  of  publU  terv1ce«  to  101  by  fT  198S.    He 
are  cont  ^u1ng  to  follow  the  i^iihe  procedures  for  publU  service 
waivers  used  during  Ft  19B2. 

Cqoyltance  with  the  Pfl^ary  Objective 

It  U  obvious  that  fan!    es  and  Individuals  who  are  boneless 

?en«ral1y  have      It  c  or  no  current  Incone.    Therefore,  you  My 
nforw  grantees  that  any  activity  that  provides  assistance  to 
the  boneless  wt       be  considered  to  benefit  low  and  ooderate  Incoae 
persons  and  therefore  will  coi^ply  with  the  prloary  objectives  of 
the  Act. 

Coordinate  with  jotal  Voluntary  artd  Charitable  QrjaniKtionj, 

tn  uny  coiwtunlties,  there  are  eilsting  connunity,  voluntary  and 
charitable  organt/atfons  which  aid  the  hooeless.     In  a  true  public/ 
private  partnership,  CDBG  funds  can  be  used  to  augment  and  help 
leverage  these  funds, 

3.       Indicate  to  all  States  who  operate  the  non-entit1e«ent  S"**!! 

cities  jr^rag_t hat  they  can  use  their  funds  to  *1d^he  honeless 

States  now  have  the  respoosibi     ty  for  distributing  funds  la 
non-entU  cd  areas  of  most  States.    Uhile  we  should  continue 
to  respect  the  authority  of  States  to  deteraine  bow  funds  are 
used.  It  Is  appropriate  to  advise  the  States  that  C0B6  funds 
can  be  used  to  aid  the  homeless. 
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1  rtalitt  that  clilts.  counties,  and  Stales  fact  difficult 
cholcts  In  how  to  ust  their  COBC  funds  when  to  Miy  diverse 
needs  eilst.    In  tplte  of  these  competing  deiMnds.  ainy 
comunltles  have  already  Initiated  COM  and  local!/  funded 
efforts  to  help  ho«eUss  people,  often  In  conjunction  with 
private  organisations  and  Institutions. 

H0USIH6 

1  •       Coprtffnate  tftlh  Kajfori/locil   org^nfj^Ilon)  qb  the  iMtlng  Of  Wg 

In  temping  with  the  Adilnlstratlon's  belief  In  public/private 
p«rtnerih1p.  and  bjf  working  through  local  governaents  and  charf table 
oroanliatlons.  we  are  prepared  to  Mke  available  specified  1910- 
held  single-faalljf  properties  In  response  to  the  needs  of  conaunltlts* 
hoaeless  faallles. 

You  arf  lulhorlzed  to  lease,  to  the  M^or  and/or  local  organliatlons, 
i1ng1e*fmn>  houvei  In  the  NUD-held  Inventory  which  are  In  either 
the  SpecUT  ttuk  or  General  Insurance  fund.    Detailed  procedures 
and  leasing  provisions  are  explained  In  the  accompanying  guidance. 

2.       ftfrwiftd  PHAt  tH*t  they  can  h&utr  thr  hofflcUst 

In  your  conmunlcat  on  with  Public  Housing  Authorities,  you  should 
rcnind  them  th»i  they  «y  houie  the  homeless  under  their  •emergency* 
pr1or1ty-«dfli1ss1on  category.     If  PHAs  do  not  have  this  category  In 
their  admission  policies,  but  would  like  to  add  It  In  order  to  house 
the  hoMtless.  you  should  Instruct  the  area  office  to  work  with  the 
PHAs  to  Mke  these  necessary  changes  as  quickly  as  possible. 

I  appreciate  your  cooperation  In  this  aatter  of  greit  iftgor^nce ^tA-«4^ 
Miof  of  our  fellow  citizens.  ^  //\I^        ^     vi 

SiBuel  K.  Pierce.  gr«  ^/ 
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Chairman  Gonzalez.  Mr.  Ridge. 

Mr.  Ridge.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  some  of  my  colleagues  have  expressed  some  con- 
cern about  the  voucher  system  and  the  speed  or  the  lack  of  speed 
with  which  it  has  been  implemented. 

The  gentleman  from  New  York  talked  about  being  in  attendance 
in  1981,  when  the  voucher  system  was  suggested  by  you,  and  I  note 
in  your  remarks  on  page  4  you  highlight  that  one  of  the  programs 
you  are  looking  forward  to  bringing  back  to  us  is  a  permanent 
Voucher  Program. 

In  response  to  the  questions  from  one  of  my  other  colleagues,  you 
said  that  part  of  the  problem  HUD  has  encountered  in  trying  to 
promote  the  Voucher  Prc^am  was  created  b]^  Congress.  I  wonder 
if  you  could  enlighten  me  as  to  what  legislative  impediments  you 
refer  when  you  say  that  is  part  of  the  reason  for  the  delay. 

Secretary  Pierce.  Well,  I  will  tell  you  what,  let  me  have  the  lady 
who  is  responsible  for  implementing  this  program  give  you  the 
answer  in  detail. 

Ms.  Oakar.  Mr.  Chairman?  Will  you  yield  for  a  second? 

Mr.  Ridge.  Yes. 

Chairman  Gonzalez.  Yes,  Ms.  Oakar. 

Ms.  Oakar.  Mr.  Chairman,  I  think  that  we  asked  the  Secretaiy 
of  HUD  to  come  before  us.  The  most  simplistic  questioning,  he  is 
not  able  to  give  the  answer. 

Why  do  we  need  his  staff  here 

Mr.  Ridge.  Will  the  gentle  lady  from 

Chairman  Gonzalez.  Excuse  me. 

Mr.  Ridge.  Will  you  withhold? 

Chairman  Gonzalez.  Please,  both  withhold. 

We  recognize  Mr.  Ridge  because,  Ms.  Oakar,  it  has  been  sort  of 
discretionary  with  the  chairman  to  allow  witnesses  that  we  have 
invited  to  have  access  to  whatever  aids  are  available,  and  there  is 
nothing  improper  in  that. 

But  if  there  is  any  specific  reason  why  we  shouldn't,  I  want  to 
hear  it,  but  I  haven't. 

So,  Mr.  Ridge. 

Mr.  Ridge.  I  would  be  happy  to  have  your  assistant  enlighten  us. 

Chairman  Gonzalez.  If  you  would  please  identify  yourself,  your 
name,  your  title? 

Ms.  kocH.  Yes.  I  am  June  Koch,  Assistant  Secretary  for  Policy 
Development  and  Research. 

What  Secretary  Pierce  was  alluding  to  is  that  the  legislation— we 
did  indeed  suggest  and  ask  for  vouchers  in  1981.  We  did  not  get  it 
actually  till  much — like  2  years  later,  and  the  legislation  did  not 
give  us  what  we  requested,  which  was  a  full-scale  operational  pro- 
gram. 

If  you  have  an  operational  program,  you  can  get  it  out  more 
quicUy.  What  the  legislation  gave  us  was  vouchers  attached  to  two 
programs,  rental  rehabilitation,  which  was  a  new  program  that 
had  to  be  designed,  and  then  the  funds  actually  allocated  and  the 
buildings  rehabilitated,  and  then  the  vouchers  then  used. 

That  takes  a  good  while.  Those  vouchers  will  be  used  in  April. 

The  other  program  we  got,  which  my  division  runs,  is  a  demon- 
stration, a  demonstration  that  was  fairly  elaborate  in  its  request 
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that  we  match  how  vouchers  work  in  relation  to  the  existing  sec- 
tion 8  certificate. 

Taking  that  venr  seriously,  we  designed  the  demonstration,  and 
that  takes  time.  We  then  advertised  for  a  contractor.  That  is  a 
whole  procedural  process  that  takes  close  to  a  year  selecting  the 
contractor.  We  had  to  issue  a  NOFA  to  the  housing  authorities  who 
wanted^  to  be  part  of  this  demonstration.  Over  400  applications 
came  in  and  had  to  be  reviewed. 

The  actual  design  and  wholeprocedure  and  completion  of  a  dem- 
onstration is  at  least  a  year.  That  is  now  complete,  the  contractor 
selected.  They  are  working  with  the  20  cities  who  are  part  of  the 
demonstration  and  are  beginning  to  give  them  the  kind  of  techni- 
cal assistance  they  need,  and  those  vouchers  will  be  out  in  April. 

So  there  was  no  real  delay.  It  was  the  process  we  had  to  undergo 
that  put  us  through  about  a  year  and  a  half. 

Mr.  Ridge.  Thank  you  very  much  for  your  explanation. 

Mr.  Secretary,  I  noted  also  in  the  course  of  your  testimony  that 
somewhere  between  $3  ¥2  to  $4  billion  which  had  previously  been 
appropriated  for  modernization  remained  available  for  present  and 
future  use.  I  would  like  to  ask  you  a  couple  questions  about  the 
Modernization  Program. 

Have  you  had  an  opportunity  to  assess  the  reasons  for  the  delay, 
both  internally  in  HUD  or  working  with  PHA's,  to  determine  why 
we  have  almost  $4  billion  of  unused  authorization  funds  and,  if  you 
have,  would  you  share  them  with  us? 

Secretary  Pierce.  Yes.  Basically,  the  reason  we  have  this  money 
is  that  it  takes  time  for  the  PHA's  to  make  their  applications.  They 
have  to  justify  what  they  want  and  so  forth.  We  inspect  their  oper- 
ations and  make  them  use  reasonable  judgment  in  what  they're 
doing.  In  the  process  they  haven't  used  up  all  of  the  available 
money.  They  haven't  needed  all  of  this  money,  that's  what  it  really 
comes  down  to. 

Mr.  Ridge.  So,  it  is  vour  belief  that  there  is  not  a  need  for  mod- 
ernization money  and  based  on  that  assessment 

Secretary  Pierce.  There  will  be  in  the  time  we  say;  but  there 
won't  be  in  this  next  year. 

Mr.  Ridge.  Looking  at  what  you  propose  to  do  this  year  or  next 
year,  and  you  talk  about  only  a  limited  amount  of  modernization 
money,  $175  million 

Secretary  Pierce.  That's  for  emergencies.  That's  emergens 
money.  But  there  will  be  modernization  money  which  we  haven't 
used  in  1985,  $847  million,  which  we  will  be  using  in  1986. 

Mr.  Ridge.  Then  you  would  subscribe  to  a  theory  that  at  some 
point  we  have  built  a  tremendous  stock  of  housing  and  probably 
under  more  favorable  financial  terms  than  we  would  be  able  to 
build  it  now  and  that  it  would  be  in  the  best  of  interest  of  Congress 
to  concentrate  on  saving  that  stock  of  existing  housing;  is  that  cor- 
rect? 

Secretary  Pierce.  Yes,  we  want  to  save  the  stock  of  existing 
housing.  We  want  to  modernize,  rehabilitate,  and  improve  what  we 
have  got. 

Mr.  Ridge.  And  you  are  satisfied  that  the  $4  billion  that  has  not 
been  used  for  modernization  is  due  to  an  absence  of  need? 

Secretary  Pierce.  $3  billion,  I  believe. 
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Bfr.  Ridge.  $3  bilUon.  Tbat  there  is  no  need  to  use  thoee  funds 
for  modernizing  that  stock? 

Secretary  Pkrcb.  No,  it  will  be  used.  We  have  enou^  for  ri^t 
now.  In  the  future,  we'll  come  back  and  ask  for  more  mcmey. 

Mr.  RmGE.  Thank  you,  Idr.  Secretary. 

CSiaurman  Gonzalez.  Idr.  Kanjorski? 

Ifr.  Kanjobski.  Idr.  Secretary,  I  cmne  from  northeastern  Penn- 
sjdvania,  and  I'm  from  <me  of  those  congressional  districts  that  the 
Presid^it  refers  to  as  a  "pocket  of  poverty"  and  he  recognizes  an 
area  of  the  country  that  hasn't  benefited  from  the  economic  recov- 
ery. 

And  I  read  your  statements  on  the  Federal  enterprise  zone  as 
still  something  of  a  priority.  How  long  has  that  been  a  priority? 

Secretary  Pierce.  It's  been  a  priority  now  for  about  3  years.  We 
got  it  thrcHi^  the  Senate  twice;  we've  never  been  able  to  get  it 
throu^  the  House. 

Mr.  Kanjorski.  How  long  do  you  anticipate  it  will  take  to  accom- 
plish that  priority? 

Secretary  Pierce.  We  hope  to  get  it  done  this  year.  We're  woxkr 
ing  very  hieurd  on  it  and  if  we  get  the  House  to  go  along  with  us 
we'd  be  throu^  in  a  minute. 

Bfr.  Kanjorski.  Mr.  Secretary,  I  see  that  you're  attempting  to 
take  advantages  of  certain  Federal  tax  relief  for  these  industries. 
Have  you  had  a  comparison  done  to  the  Kemp  bill  or  the  Gephardt 
bill  or  the  Regan  proposal,  as  to  whether  or  not  the  theory  of  the 
enterprise  zone  at  this  point  would  be  inconsistent  with  the  goal  of 
tax  simplification? 

Secr^ary  Pierce.  We  have  studied  those  tax  proposals,  talked 
with  the  people  who  wrote  them,  and  so  forth.  We  do  not  think 
those  proposals  should  prevent  the  enterprise  zone  legislation  from 
being  enacted.  We  want  to  give  certain  tax  and  regulatory  incen- 
tives to  businesses  to  attract  them  into  economically  depressed 
areas.  We  want  to  have  those  provisions  in  the  enterprise  zone  bill 
even  if  thero  are  changes  in  the  Tax  Code  for  other  people. 

Mr.  Kanjorski.  In  other  words,  once  the  Congress  were  to  take 
all  the  time  it's  necessary  to  simplify  and  provide  fairness  in  the 
Tax  Code,  you  think  the  Federal  enterprise  zone  proposal  is  of  such 
a  compelling  priority,  that  it  will  preempt  that  fairness 

Secretary  Pierce.  We  want  to  give  those  breaks  to  businessmen 
who  will  go  into  those  areas,  yes. 

Mr.  Ki^JORSKi.  OK.  And  you  have  the  same  optimistic 

Secretary  Pierce.  Just  like  we  have  IDB's,  where  we  say,  even  if 
you  get  rid  of  IDB's  generally,  they  will  still  be  used  in  IJie  enter- 
prise zones 

Mr.  Kanjorski.  And  we  can  say  that  you're 

Secretary  Pierce.  And  that  was  thought  over,  and  decided  at  the 
time  we  submitted  the  bill,  even  though  there  was  a  move  afoot  in 
the  administration  to  get  rid  of  IDE's. 

Mr.  Kanjorski.  And  could  I  represent  to  my  constituents  that 
the  Secretary  of  HUD  is  optimistic  that  he  is  going  to  overcome  the 
fairness  and  simplification  proposals  of  even  this  administration? 

Secretary  Pierce.  We're  not  overcoming  the  fairness  and  simpli- 
fication proposals.  Those  proposals  and  the  enterprise  zone  bill  are 
two  separate  and  distinct  pieces  of  legislation. 
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Mr.  Kanjorski.  These  will  be  exceptions  under  the  tax 

Secretary  Pierce.  These  are  exceptions,  exactly  right. 

Mr.  Kanjorski.  And  that  you're  so  optimistic  that  you  think  that 
in  spite  of  the  fact 

Secretanr  Pierce.  That's  what  I  believe  so  far,  I  mean,  Tve 
talked  to  Jim  Bsdcer,  who  is  working  on  an  administration  propos- 
al, which  is  much  like  the  Kemp  and  the  other  bills  that  have  been 
presented,  but  the  enterprise  zone  bill  is  an  exception — legislation 
that  is  separate  and  distinct  from  the  Tax  Code. 

Mr.  Kanjorski.  OK,  now 

Secretary  Pierce.  And  that's  the  way  we're  going. 

Mr.  Kanjorski.  OK,  Mr.  Secretary  there  are  several  programs 
that  have  helped  my  area,  such  as  the  Community  of  Development 
Block  Grant  Program,  which  you're  suggesting  we  cut  by  10  per- 
cent. In  addition,  we  have  significantly  been  helped  by  the  UDAG 
Program,  which  you  propose  to  eliminate.  And  we  have  also 
been 

Secretary  Pierce.  I  don't  propose  it.  The  administration  proposes 
it. 

Mr.  Kanjorski.  All  right.  Then  you  are  in  disagreement  with  the 
administration? 

Secretary  Pierce.  No,  I  won't  say  that,  but  I  mean — ^we  had 

Mr.  Kanjorski.  You  agree  with  the  administration. 

Secretary  Pierce.  I  agree  with  the  administration. 

Mr.  Kanjorski.  I  have  to  tell  my  constituents,  Mr.  Secretary,  are 
you  with  us  or  against  us? 

Secretary  Pierce.  I  agree  with  the  administration. 

Mr.  Kanjorski.  You  are  opposed  to  UDAG  at  this  point.  How 
about  EDA  and  the  Appalachian  Regionid  Commission? 

Secretary  Pierce.  Well,  they're  not  in  my  bailiwick. 

Mr.  Kanjorski.  I  know,  but  you  also  know  that  the  administra- 
tion is  proposing  the  elimination  of  these  economic  programs? 

Secretary  Pierce.  Yes. 

Mr.  Kanjorski.  OK.  My  question  is  this,  Mr.  Secretaiy. 

Even  in  spite  of  your  optimism,  we  have  to  recognize  that  the 
Federal  enterprise  zone  proposed  hasn't  been  enacted  in  3  years, 
and  yet  you're  proposing  to  do  away  with  that  little  safety  net  that 
UDAG,  EDA,  Appalachian  Regional  Commission  represent  What 
are  areas  like  mine  in  pockets  of  poverty  supposed  to  do,  in  the 
meantime,  for  existence? 

Secretary  Pierce.  Well,  you  will  still  be  getting  some  money. 
Let's  just  take,  for  example,  the  UDAG  situation.  A  lot  of  the 
UDAG  money  was  placed  on  loan  to  the  private  sector  and  money 
will  be  coming  back  in  as  the  loans  are  repaid.  As  a  matter  of  fact, 
by  19 — I  think  by  the  end  of  1985,  one-quarter  of  the  amount  of 
money  that  they're  getting  now  each  year  will  be  coming  hack 
through  the  loans  that  they  made  since  the  time  the  UDAG  lefipsla- 
tion  has  been  in  existence.  By  1988,  it's  going  to  be  one-haH,  so 
they 

Mr.  Kanjorski.  Mr.  Secretary— I  don't  want  to  cut  you  off,  Mr. 
Secretary,  but  that's  a  national  statistic. 

Secretaiy  Pierce.  Yes. 

Mr.  Kanjorski.  And  I  want  to  tell  you  that  when  we  grant 
UDAG's  in  our  area  sometimes  we  don't  begin  repayment  for  10 
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years  because  it's  so  difficult  to  attract  industry.  So  when  you  look 
at  national  statistics,  as  this  administration  applies  revenue  shar- 
ing national  statistics,  they  really  have  no  germaine  effect  on  areas 
of  pockets  of  poverty.  And  maybe  that's  the  point  I'm  trying  to 
make  if  you  would  carry  the  message  to  the  White  House  and  to 
your  own  Department. 

When  you  re  examining  these  programs,  I  would  appreciate  it  if 
3rour  staff  and  yourself  and  those  people  in  the  White  House  that 
are  proposing  to  eliminate  these  programs,  start  to  forget  about  na- 
tional statistics  and  national  views,  and  start  looking  at  these  cuts 
that  are  affecting  pockets  of  poverty  areas  such  as  mine,  to  see  how 
detrimental  they  are  when  actually  applied.  We  need  your  help. 

Fm  not  being  an  advocate  against  you,  Idr.  Secretary.  I'm  sug- 
gesting that  I  will  do  anything  to  assist  you  or  the  administration 
to  remove  from  the  economic  horizon  of  the  United  States  pockets 
of  poverty  that  have  not  participated  in  the  recovery  of  America, 
and  that  we've  got  to  recognize  that  something  special  has  to  be 
done.  And  I'm  on  the  other  side  of  the  aisle  but  I'm  telling  you  that 
you'll  have  a  fine  advocate  to  do  something  positive  to  get  these 
programs  together. 

But  I'd  like  your  assistance  and  rather  than  telling  us  that  we 
hope  the  Federal  enterprise  zone  will  come  into  place,  take  out  the 
balance  of  the  effect  of  those  misusing  programs,  that  we  have  a 
balance  and  we  wait,  and  if  we  can't  get  the  Federal  enterprise 
zone  in  place  in  time  that  will,  in  effect,  help  us,  then  don't  take 
the  safety  net  away  from  us.  And  let's  try  and  cooperate  in  that 
effort  if  we  can. 

Thank  you,  Mr.  Secrotary. 

Chairman  Gonzalez.  Did  you  have  a  comment,  Mr.  Pierce? 

Mr.  Bartlett. 

Idr.  Bartlett.  Thcmk  you,  Mr.  Chairman. 

Mr.  Chairman,  I  suppose  it's  about  halfway  through  the  hearing 
and  I'd  like  to  take  the  opportunity  to  commend  the  chairman  for 
the  fair  way  in  which  he  s  conducted  this  hearing.  We  have  enor- 
mous disagreements,  I  think,  on  many  of  these  programs,  but  I  par- 
ticularly appreciate  his  fair  and  evenhanded  manner  in  conducting 
this  hearing. 

Chairman  Gonzalez.  I  must  confess,  it's  been  very  difficult. 
[Laughter.] 

Mr.  Bartlett.  I'lljust  leave  it  at  that,  Mr.  Chairman. 

It's  sometimes  difficult  for  all  of  us  with  what  we  hear  in  these 
hearings. 

Mr.  Secrotary,  I  have  to  say  that  I  read  your  testimony  and 
heard  it  and  understood  it  and  commend  vou  for  it,  and  for  your 
proposals  this  year.  I  think  you've  offerea  some  very  straightfor- 
ward proposals.  I  don't  think  everyone  in  Congress  or  anywhero  is 
going  to  agree  with  every  single  one  of  them  but  I  think,  by  and 
large,  you  have  placed  the  emphasis  whero  it  needs  to  be.  That  is, 
to  advocate  helping  people  as  opposed  to  subsidize  what  we  call 
units  or  bricks  and  mortar.  You  measuro  your  programs  not  b^  the 
number  of  dollars  you  can  spend  or  the  number  of  units  of  new 
construction,  but  by  how  many  people  that  you  can  help.  As  you 
said,  even  with  the  moratorium  on  new  construction,  you'd  be 
addhig  some  200,000  new  units. 
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I  think  it's  come  to  the  point  in  the  1980'8  when  Congress,  in  par- 
ticuUr,  is  faced  with  the  task  of  prioritizing  which  parts  of  the  Fed- 
eral Government  are  better  than  others  and  making  some  choice. 
Because  the  No.  1  choice  we  have  to  make — in  the  area  of  hous- 
ing—is how  to  reduce  the  deficit  so  as  to  reduce  interest  rates  and 
therefore  increase  the  incidents  of  homeownership  for  low-income 
families.  And  so  I  think  that's,  in  essence,  what  you're  advocating 
with  some  of  these  choices. 

Now,  some  of  the  choices  will  and  should  involve  the  termination 
of  programs.  It's  time  that  Congress  begins  to  decide  which  are  the 
higher  priority  and  which  are  the  lower  priority  programs. 

You  mention  and  recommend  the  elimination  of  HoDAG  so  those 
resources  can  be  used  elsewhere.  It  seems  to  me  HoDAG  was  an 
idea  whose  time  has  never  come,  as  you  said,  $76,000  per  unit  for 
new  construction  of  low-income  housing.  Elimination  of  UDAG, 
perhaps  a  program  whose  time  has  come  also.  There  were  some 
UDAG  projects  that  did  help  but  whose  time  is  passed,  and  there 
were  some  that  were  used  to  build  convention  hotels  and  some- 
times, as  my  colleague  from  Minnesota  said,  to  relocate  from  one 
section  of  the  country  to  the  other.  The  time  has  come  to  eliminate 
the  new  construction  of  section  8,  which  is  a  program  that  for  the 
same  amount  of  money  we  could  assist  some  four  or  five  times  as 
many  people. 

Mr.  Secretary,  my  question  is  in  the  area  of  your  proposals  for 
some  m£gor  reforms,  which  I  think  have  been  in  too  many  ways  ig- 
nored. I  hope  they  won't  be,  and  I  hope  that  the  people  on  the 
other  side  of  the  aisle — I  know  many  of  them  will  and  have — will 
consider  the  reforms  that  you've  suggested  in  public  housing,  so 
that  we  find  ways  to  improve  public  housing  and  not  always  seek 
that  illusive  gO€d  as  to  how  to  build  more  and  to  make  more  mis- 
takes, but  to  implement  a  reform  process. 

As  I  understand  vour  reforms,  you  have  two  goals:  No.  1,  to 
return  local  control  back  to  the  cities  and  back  to  the  public  hous- 
ing authority,  and  go  to  a  certification-type  of  process  instead  of  an 
application  process,  with  all  the  hoops  and  hurdles  and  whistles 
and  bells. 

And  second,  to  assure  that  reliability  of  funding  for  rehabilita- 
tion over  the  long  term,  so  a  public  housing  authority  can  make  its 
plans. 

I  do  think  that  it  will  require  some  additional  modernization 
funds.  I  think  that  you're  doing  it  correctly.  We  ought  to  be^ 
with  the  reforms  for  the  use  of  those  funds  but,  at  some  point  we 
have  a  large  number  of  units  in  this  country  that  we've  mieule  mis- 
takes with  and  that  the  rehabilitation  and  modernization — many 
in  my  own  city — will  have  to  be  accomplished  by  some  funds.  Per- 
haps a  1-year  breather  makes  some  sense.  I  don't  think  so,  but  I 
thmk  Congress  ought  to  look  at  that  fairly. 

Could  you  tell  us  at  what  point  in  the  process  your  public  hous- 
ing reforms,  in  terms  of  their  reliabilitv  and  the  local  control  are, 
and  when  we  might  expect  to  see  a  full-blown  package? 

Secretary  Pierce.  Well,  we're  working  on  them  right  now.  We 
would  expect  to  have  them  up  in  the  next  2  months  for  consider- 
ation by  your  committee,  and  by  the  Senate  committee,  too. 
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Mr.  Bartlett.  Mr.  Secretary,  I  look  forward  to  working  with  you 
and  I  know  that  members  on  both  sides  of  the  aisle  of  this  commit- 
tee look  forward  to  looking  at  some  ways  to  improve  the  rehabilita- 
tion process  of  public  housing  and  not  just  simply  continue  to  make 
more  of  the  old  mistakes. 

On  the  Voucher  Program,  Mr.  Secretary,  it  seems  to  me  that's 
the  program  that  provides  for  a  freedom  of  choice  for  low-income 
families  that  they  have  never  had  before.  I  wonder  if  you  could — 
for  the  record  and  at  a  later  time — send  us,  in  writing,  some  of  the 
proposals  and  some  of  the  ways  that  you've  discovered  that  the 
Voucher  Program  could  be  simplified  and  could  be  made  to  work, 
some  of  the  restrictions  that  Congress  had  imposed,  mistakenly,  in 
the  Voucher  Program  and  if  you  could  advocate  some  of  the  im- 
provements that  we  could  make.  And  perhaps  we  can  include 
that — or  at  least  try — in  the  housing  reauthorization,  to  improve 
the  Voucher  Program  as  we  make  it  permanent. 

Secretary  Pierce.  All  right,  we  will  supply  that  information. 

[At  the  request  of  Congressman  Bartlett,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Secretary 
Pierce:] 

Response  Received  From  Secretary  Pierce 

The  Department  is  proposing,  in  its  FY  1986  legislative  package,  that  the  Housing 
Voucher  program  be  instituted  as  a  permanent,  rather  than  a  demonstration,  pro- 
gram. We  are  not  proposing  any  changes  in  the  basic  structure  of  the  program.  As 
Asflostant  Secretary  Koch  pointed  out,  the  delays  have  been  largely  due  to  the  im- 
plementation of  the  demonstration  aspects  of  the  program,  as  well  as  the  coordina- 
tion of  Housing  Vouchers  with  the  new  Rental  Rehabilitation  program.  Those 
delays  are  now  largely  behind  us.  When  the  evaluation  of  the  demonstration  is  com- 
pleted, it  is  possible  that  some  areas  where  change  is  needed  will  be  identified.  For 
the  present,  we  are  implementing  the  program  as  enacted  by  Congress  and  we  are 
confident  that  it  will  be  successful. 

Mr.  Bartlett.  Thank  you,  Mr.  Secretary,  and  just  one  last  ques- 
tion very  quickly. 

I  would  hope  that  we  could  also  find  some  ways  to  convert  the 
success  of  the  Tenant  Management  Program  which  HUD  was  so 
successful  with  at  Kenilworth — we've  heard  testimony  from  Kimi 
Gray — to  convert  that  into  more  tenant  management  and  I  would 
hope  we  would  also  advocate  a  tenant  right  to  buy,  to  convert  to 
homeownership  for  low  income. 

Secretary  Pierce.  We  intend  to  continue  our  efforts  to  enable 
public  housing  tenants  to  purchase  their  units  and  to  encourage 
other  housing  authorities  to  support  tenant  management  initiatives 
sindlar  to  those  demonstrated  at  the  Kenilworth/Parkside  develop- 
ment in  Washington,  DC.  As  you  know,  the  resident  management 
group  at  Kenilworth  has  undertaken  such  activities  as  providing 
job  training  and  referral,  tutoring,  day  care,  and  family  counseling 
in  addition  to  traditional  management  responsibilities.  I  might  add 
that  there  are  already  a  number  of  resident  management  groups  in 
other  cities  that  are  successfully  working  with  their  housing  au- 
thorities to  provide  tenant  services  and  Other  types  of  project  man- 
agement support  such  as  maintenance  and  rent  collection. 

We  are  currently  in  the  process  of  drafting  a  regulation  that  will 
explicitly  authorize  and  encourage  PHA's  to  contract  with  qualified 
resident  groups  for  project  management  functions. 
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Mr.  Bartlett.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Bartlett. 

Mr.  Morrison,  I  apologize  for  having  overlooked  you  before,  but 
we'll  make  up  for  it  and  be  liberal  in  the  time  allotted. 

Mr.  Morrison.  Thank  vou,  Mr.  Chairman. 

We  keep  working  on  the  pecking  order  here.  It's  a  long  process. 

Mr.  Secretary,  I^  just  following  on  the  gentleman  from  Texas' 
question  about  the  UDAG's.  I  think  he  somewhat  misstated  what 
you've  told  us  in  your  testimonv  in  that — as  I  understand  it — if  you 
had  your  way,  personally,  you  d  be  perfectly  pleased  to  have  that 
program  to  administer  in  the  future.  And  I  just  hope  that  the  com- 
mittee and  the  Congress  will  give  you  your  wish  rather  than  what 
the  administration  has  imposed  on  you. 

But  the  important  thing  that  you  said  earlier  in  your  testimony* 
was  that  the  administration  had  proposed  its  priorities  and  obvi- 
ously now  it  was  time  for  Congress  to  act.  My  concern  is  whether 
when  Congress  establishes  those  priorities,  we  can  count  on  you 
and  the  others  at  HUD  to  carry  out  our  decisions. 

In  November  1983,  we  passed  a  reauthorized  of  the  Section  235 
Program.  And  we  included  in  that  legislation  significant  changes  in 
the  applicability  of  that  program  to  two-  and  three-family  resi- 
dences. And  it's  now  1985— March  1985.  As  far  as  I  know,  your  De- 
partment has  not  even  issued  proposed  regulations  to  implement 
those  changes. 

Can  you  explain  to  me  why  there's  been  that  kind  of  delay? 

Secretary  Pierce.  I  don't  think  that — I  can  never  find  reasons  for 
delays  in  regulations  that  go  on  for  an  exorbitant  amount  of  time. 
I'd  like  to  talk  with  the  people  who  have  been  working  on  those 
regulations  for  just  a  moment. 

frause.] 

Secretary  Pierce.  Well,  as  I  understand  it,  they  have  gotten  out 
the  regulations  on  the  three  bedrooms.  It's  only  the  one  with  the 
four  bedrooms  that  they  haven't  gotten  out  yet.  And  they  say 
they're  working  on  that.  So,  up  to  three  bedrooms,  they've  gotten 
out. 

Mr.  Morrison.  I  don't — you  are  saying  that  you  have  published 
proposed  regulations  for  two  and  three  family,  the  expansion  for 
rehabilitation? 

Secretary  Pierce.  That's  what  I  am  told. 

Mr.  Morrison.  What  issue  of  the  Federal  Register  are  those  pub- 
lished in? 

[Pause.] 

Secretary  Pierce.  Well,  I  misunderstood.  They  said  that  they 
have  not  published  the  reflations  as  vet  and  they're  still  working 
on  them.  And  thev  said  it  just  took  them  that  much  time.  And  I 
agree  with  you,  I  don't  like  this  either. 

Mr.  Morrison.  Well,  Mr.  Secretary,  can  you  give  us  a  commitr 
ment  when  you're  going  to  publish  these  proposed  regulations? 
[Pause.] 

Chairman  Gonzalez.  Will  you  yield  to  me? 

Mr.  Morrison.  Certainly,  Mr.  Chairman. 

Secretary  Pierce.  I  am  told — I  am  told  that  it  will  be  this  year.  I 
would  hope  so.  [Laughter.] 
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But  Fm  going  to  say  this.  Regulations  are  not  easy  and  they  go 
through  one  tremendous  amount  of  time,  but  this  is,  and  I  agree, 
too  long. 

Chairman  Gonzalez.  Will  your  assistant  identify  herself,  and 
your  title? 

Ms.  McVay  Wiseman.  Yes,  sir,  my  n€une  is  Shirley  McVay  Wise- 
man, and  Fm  the  General  Deputy  Assistant  Secretary  for  Housing. 

Mr.  Morrison.  Well,  I  want  to  pursue  this  section  235  matter  a 
little  further,  if  I  might.  First,  continuing  on  the  question  of  regu- 
lations, last  August,  $150  million  in  new  authority  was  appropri- 
ated for  the  implementation  of  this  program.  And  your  Depart- 
ment has  consistently  taken  the  position  that  it  will  not  fund  the 
expanded  eligibility  for  two-  and  three-family  units  that  is  in  the 
statute. 

Now,  Mr.  Secretary,  I  know  you're  an  attorney.  And  I  know  you 
know  that  a  statute  takes  precedence  over  any  regulation.  And  I 
wonder  how  it  is  you  can  explain  that  the  Department  has  ignored 
the  specific  nondiscrimination  provisions  in  the  statute  which  say: 
"You  cannot  deny  funding  for  235  authority  on  the  basis  that  it  is 
for  two-  or  three-family  units,  or  it's  for  a  substantial  rehabilitation 
rather  than  new  construction." 

Secretary  Pierce.  Well,  I  don't  believe  they  have  denied  it. 

Mr.  Morrison.  Well,  I  have  your  own  notice  on  this  which  says 
that  it  cannot  be  applied  to  these  units,  however,  because  regula- 
tions must  be  developed  for  a  program 

Secretary  Pierce.  I  understand  you  have  to  have  a  publication 
before  you  can  do  it.  You  have  to  publish  the  regulation. 

Mr.  Morrison.  I  think  not,  Mr.  Secretary.  I  think  that  there  is  a 
statute  that  instructs  the  Department  not  to  discriminate  on  a  cer- 
tain basis.  And  your  failure  to  issue  regulations  does  not  excuse 
failure  to  apply  the  statute  as  written. 

Secretary  Pubrce.  Well,  let  me  talk  to  my  general  counsel  about 
it 

[Pause.] 

Chairman  Gonzalez.  Mr.  Knapp.  I  know  the  gentleman's  name, 
so  Mr.  Knapp  is  the  chief  counsel  for  HUD. 

Secretary  Pu^ce.  General  counsel,  John  Knapp. 

Chairman  Gonzalez.  General  counsel. 

Mr.  Knapp.  John  Knapp,  general  counsel  of  the  Department.  I 
don't  have  a  familicudty  at  the  moment,  a  recollection  of  the  specif- 
ic provisions  that  Mr.  Morrison  is  speaking  of,  whether  the  statuto- 
ry provision  is  really  phrased  in  that  kind  of  an  absolute  way  of 
nondiscrimination  as  opposed  to  an  authorization  to  fund  up  to 
those — I  can  only  say,  Mr.  Morrison,  I  will  look  at  it  and  respond  to 
you. 

Mr.  Morrison.  Well,  I'd  appreciate  that  and  I'd  appreciate  it  be 
done  promptly  because  we've  been  asking  about  this  since  the 
money  was  appropriated.  The  money  was  supposed  to  be  issued 
within  30  days.  And  it  is  a  matter  of  great  concern  to  me  as  the 
author  of  some  of  the  new  provisions.  The  new  provisions  are  what 
allowed  us  to  convince  the  Appropriations  Committee  that  this  pro- 
gram was  worth  trying  again  and  they  are  exactly  what  the  De- 
partment is  not  implementing.  That  is  what  I  meant  at  the  begin- 
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ning  when  I  said  I  had  a  concern  about  whether  or  not  we  were 
going  to  have  our  priorities  carried  out. 

[At  the  request  of  Congressman  Morrison,  the  following  addition- 
al information  was  submitted  for  inclusion  in  the  record  by  Mr. 
Knapp:] 

Response  Received  From  Mr.  Knapp 

The  statute  is  written  as  you  described.  It  provides  that  the  Secretary  "mav  not 
deny  insurance  on  the  basis  that  a  mortgage  involves  a  two-  to  three-family  dwell- 
ing or  is  to  be  used  to  flnance  substantial  rehabilitation  rather  than  new  oonstmc- 
tion." 

That  provision  obviously  does  not  remove  the  right  of  the  Secretary  to  prescribe 
reasonable  terms  and  conditions  governing  the  insurance  of  mortgagee  on  two- 
family  and  three-family  dwellings.  Mortgages  covering  dwellings  that  include  rental 
units  present  unique  issues  not  otherwise  addressed  in  the  Section  235  program, 
such  as  how  rental  income  should  be  taken  into  account  in  determining  the  mortga- 
gor's income  for  purposes  of  calculating  the  amount  of  interest  subsidy.  Should 
there  be,  for  example,  an  imputed  minimum  fair  market  rent?  In  addition,  the  stat- 
ute itself  prescribes  certain  special  conditions,  including  that  the  mortgagor  "agree 
that  during  the  term  of  the  mortgage  each  of  the  rented  units  shall  be  occupied  fay, 
or  available  for  occupancy,  persons  and  families  whose  incomes  do  not  exocMBd  1100 
per  centum  of  the  area  median  income."  This  requires  definition  of  how  the  condi- 
tion of  "availability  for  occupancy''  is  satisfied,  how  tenant  eligibility  is  to  be  deter- 
mined, what  happens  when  the  tenant's  income  rises  above  Uie  area  median 
income,  and  so  forth. 

Normally,  these  are  the  tvpes  of  questions  that  are  resolved  through  notioe-and- 
comment  rulemaking.  I  don  t  say  that  they  have  to  be  resolved  that  way,  but  nor- 
mally that  is  the  most  desirable  way  of  proceeding,  as  this  Subcommittee  has  on 
many  occasions  insisted.  That  is  why  I  approved  an  opinion  to  the  effect  that  n«- 
ther  the  non-denial  provision  to  which  I  referred  above,  nor  the  separate  provision, 
also  enacted  in  1983,  that  the  Secretary  begin  issuing  new  Section  &5  commitments 
and  reservations  within  30  days  after  appropriation  of  budget  authority,  was  intend- 
ed to  preclude  the  use  of  rulemaking  for  establishing  the  terms  and  conditions 
under  which  insurance  would  be  granted  for  mortgages  on  two-  and  three-fismily 
dwellings. 

I  must  say  again,  however,  that  while  rulemaking  is  permitted  and  is  normalW 
desirable,  it  is  not  required.  The  FHA  insurance  programs  are  covered  bv  the  Ad- 
ministrative Procedure  Act  exemption  for  "grants,  benefits,  and  contracts.  In  addi- 
tion, there  is  the  "good  cause"  exemption  under  both  the  AJPA  and  HUD's  own  rule- 
making policies.  In  this  case,  both  the  passage  of  time  since  enactment  of  the  19^ 
legislation  and  the  fact  that  the  program  is  scheduled  to  expire  on  September  90, 
1985,  justify  the  Department  in  imposing  conditions  for  two-  and  three-uunily  mcnt- 
gage  insurance  by  notice  rather  than  through  notice-and-comment  rulemaking. 
Field  instructions  are  now  in  preparation  and  will  be  issued  expeditiously,  in  amine 
time  for  applications  to  be  made  and  considered  for  Uie  funding  that  is  currently 
available. 

Mr.  Morrison.  Let  me  ask  one  further  question,  if  I  could,  about 
section  235.  That  is,  as  of  December  1984,  Mr.  Secretary,  you've 
published  an  allocation  of  5,303  units  under  section  235.  And  out  (rf 
that  allocation,  you  have  allocated  to  New  England  a  grand  and 
overwhelming  total  of  100  units,  less  than  2  percent  of  the  national 
total. 

I  wonder  on  what  needs  basis  you  Ve  made  that  kind  of  an  alloca- 
tion of  units.  And  am  I  correct  that  this  has  been  done  just  on  tlie 
basis  of  developer  applications  rather  than  any  assessment  of  the 
kind  of  needs  that  we  have  in  our  communities. 

Secretary  Pierce.  Now  FU  have  to  let  you  answer. 

Ms.  McVay  Wiseman.  This  allocation  was  based  on  need  by  our 
field  offices  and  we  took  an  extensive  survey  of  demand  and  set  a 
floor  at  100  units.  And  region  1,  that  you  are  speaking  of,  that  100 
units  that  were  allocated  there,  not  one  unit  has  been  used  to  date. 
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Mr.  Morrison.  Well,  you  might  note,  as  I  said  earlier,  that  your 
Department  has  failed  to  implement  the  precise  expansion  of  au- 
thority which  is  most  applicable  to  the  cities  in  New  England.  And 
it's  not  surprising  that  you're  having  a  hard  time  using  the  units 
when  you're  not  implementing  the  exact  changes  in  the  program 
that  were  intended  to  make  them  useful  in  that  area. 

However,  I'm  also  aware  there  were  a  substantial  number  of 
units  requested  in  New  England.  And  I  don't  understand  how  this 
is  a  reflection  of  need.  Some  1,300 — according  to  a  letter  from  the 
Secretary  dated  November  6,  1984,  there  were  1,350  units  request- 
ed in  New  England.  So  I  don't  understand  your  statement  that 
there  are  not  units  needed. 

Ms.  McVay  Wiseman.  I  don't  know  how  many  were  requested.  I 
don't  have  that  information  with  me.  But  I  do  know  that  we  did  set 
a  bottom  floor  of  100  and  region  1  received  100  units  and  there 
were  no  requests  for  the  other  units,  of  which  the  regulations  have 
not  been  implemented,  to  my  knowledge. 

Mr.  Morrison.  Mr.  Secretary,  I  would  just  appreciate  if  you 
would  send  me  an  explanation  of  how  this  allocation  reflects  the 
national  need  rather  than  just  a  response  to  developer  interest. 

Secretary  Pierce.  We  will  do  that. 

Mr.  Morrison.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Morrison. 

[At  the  request  of  Congressman  Morrison,  the  following  addition- 
al information  was  submitted  for  inclusion  in  the  record  by  Secre- 
tary Pierce:] 

Response  Received  From  Secretary  Pierce 

When  HUD  received  the  £dlocation  of  $150  million,  we  first  determined  that  ap- 
proximately 5400  units  could  be  funded  nationcdly.  Because  program  requirements 
(mortgage  limits,  etc.)  preclude  activity  in  some  areas,  we  wanted  to  make  certain 
that  units  were  distributed  to  those  areas  where  they  could  be  used.  Our  experience 
with  earlier  funding  allotments  indicated  that  units  went  unused  in  many  areas  and 
it  was  necessary  to  reallocate  units  frequently. 

To  avoid  this  problem,  we  solicited  interest  in  this  program  from  £dl  of  our  field 
offices.  When  field  offices  canvassed  their  industry,  it  was  not  limited  to  developers 
only.  In  fact,  in  the  State  of  Connecticut,  many  local  groups  expressed  interest.  The 
list  of  sponsors  included: 

Neighborhood  Housing  Inc.,  New  Haven. 

Corporation  for  Urban  Home  Ownership,  New  Haven. 

On  a  national  basis,  we  received  requests  from  over  7,000  builder/sponsors  total- 
ing 70,000  units.  Since  every  area  could  offer  legitimate  reasons  why  their  request 
deserved  special  consideration,  we  simply  divided  the  units  proportioncdly  based  on 
a  region's  percentage  of  the  total  demand.  In  this  way,  we  could  be  as  objective  as 
posBible  in  our  distribution  process.  As  a  result,  even  though  1300  units  may  have 
been  requested  for  New  England,  that  number  is  a  small  portion  of  the  70,000  units 
nationally. 

Chairman  Gonzalez.  Mr.  Roth. 

Mr.  Roth.  Mr.  Chairman,  our  colleague,  Mr.  Bartlett,  compli- 
mented you  on  your  evenhandedness.  And  I  wish  to  compliment 
the  other  combatant  in  this  joust  and  this  trial  by  ordeled,  and 
that's  you,  Mr.  Secretary.  You  must  relish  the  chance  to  come 
before  this  committee  [laughter]  because  this  committee  is  always 
so  nice,  congenial,  civil,  courteous,  agreeable,  affable,  consideration. 
So  Tm  sure  you'll  rush  to  come  back  again. 
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I  rather  appreciate  your  statement,  Mr.  Chairman,  because  I 
think  it  was  a  touj^  statement  for  you  to  make  but  one  that  I 
think  has  to  be  made;  when  we  are  suffering  these  huge  defidts 
and  we  want  to  keep  this  economy  strong,  I  think  the  last  thing  we 
can  do  is  to  vote  for  H.R.  1,  which  would  increase  spending  in  this 
area  from  $11  billion  to  $22  billion,  just  doubling  it  I  don't  know 
how  that's  going  to  take  care  of  our  deficits. 

But,  from  my  experience,  EHAP,  the  voucher  i^n^m  has  worked 
'very  well.  One  of  my  cities  that  I  represent,  Mr.  Secretary,  is 
Green  Bay,  WI.  And  from  my  experience  in  Green  Bay,  this  vouch- 
er approach  has  worked  very  well.  It's  been  effective  and  it's  been 
efficient,  and  I  hope  that  you  continue  it. 

And  from  your  statement,  I  think  that  you  are  right  on  target 
And  I  wonder  if  you  would  elaborate  a  little  on  that  for  us. 

Secretary  Pierce.  Well,  EHAP  has  worked,  we  think,  very  well 
and  because  it's  worked  so  well,  we  really  don't  think  there's  need 
for  a  demonstration  program  with  vouchers.  We  think  it's  already 
been  proven  between  1970  and  now  that  the  section  8  existing  type 
of  certificate,  which  is  the  forerunner  of  the  voucher,  is  a  very 
workable  tool  and  a  very  good  tool. 

So  we  think  that  we  know  enough  to  go  full-blast  with  the  vouch- 
ers. 

Mr.  Roth.  I  also,  Mr.  Secretary,  represent  some  areas  where 
Indian  housing  is  very  important  in  northeast  Wisconsin.  Now  the 
voucher  system  is  not  geared  for  that  area. 

How  are  you  going  to  work  that? 

Secretary  Pierce.  Well,  we'll  get  so  many  Indian  housing  units 
and  we'll  put  them  up  in  those  areas. 

Mr.  Roth.  So,  pardon  me,  you  allocate  those  on  a  racial  basis 
around  the  country?  Is  that  the  way  that  works? 

Secretaiy  Pierce.  On  a  fair  share  basis. 

Mr.  Roth.  I  think  a  real  telling  point  this  morning  is  the  chart 
you  brought  along,  Mr.  Secretary.  And,  if  I  may  so,  I  don't  think 
you  put  enough  emphasis  on  it.  When  you  take  a  look  at  the  fami- 
lies assisted  and  the  housing  debt,  I  think  that  that's  a  real  feather 
in  your  cap  and  I  think  that  you  should  point  to  that  more  often 
and  point  that  out. 

Secretary  Pierce.  Thank  you. 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  Roth,  if  you  will  yield,  I  don't  believe 
you  mean  to  imply  that  the  experimental  program  in  Green  Bay, 
that  soK^alled  Housing  Allowance  Program,  is  the  same  as  the 
Voucher  Program  that  has  been  advanced  by  the  administration. 

Mr.  Roth.  Well,  the  Secretary  will  correct  me  if  I'm  wrong.  I 
think  that's  a  forerunner  for  the  Voucher  Program. 

Secretary  Pierce.  Yes,  it  is. 

Chairman  Gonzalez.  Well,  but  it  was  a  1971  program,  Mr.  Roth. 

Secretary  Pierce.  But  we've  continued  it  from  the  seventies  and 
to  now. 

Chairman  Gonzalez.  It  was  based  on  the  old  section  23  Leased 
Housing  Program,  Mr.  Secretary.  You  know  that.  It  has  no  rel- 
evance to  this  present  experimental  Voucher  Program,  Mr.  Roth.  I 
think  the  record  should  snow  that. 

Mr.  Roth.  Would  the  Chairman  jrield? 
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Chairman  Gonzalez.  I  think  the  record  should  show  that. 

Mr.  Roth.  I  think  I  still  have  time,  Mr.  Chairman. 

Chairman  Gons^lez.  Certainly.  Certainly. 

Mr.  Roth.  I  think  that  what  the  Secretary  is  saying  is  that  we 
built  in  our  good  positive  experiences.  And  the  experience  we  had 
in  Green  Bay  was  a  good  positive  experience,  and  that's  what  the 
Secretary  is  saying.  He  is  taking  an  experience  that  has  worked 
and 

Mr.  ScHUMER.  Would  the  gentleman  3rield?  Would  the  gentleman 
from  Wisconsin  3rield?  Would  the  Chairman  yield? 

Chairman  Gonzalez.  Yes,  Mr.  Schumer.  I  have  time  if  you  want 
to  yield  to  him. 

Mr.  Roth.  FU  3rield  to  the  gentleman  from 

Mr.  Schumer.  Thank  you.  I  appreciate  it. 

It's  my  understanding,  and  either  someone  on  the  committee  or 
the  Secretary  could  correct  me,  that  the  new  budget  proposal 
doesn't  have  any  money  for  vouchers.  I  don't  understand 

Secretary  Pierce.  It  does  have  some  money  for  vouchers,  but 
very  little.  There  are  about  3,500  vouchers  in  it. 

Mr.  Schumer.  So  is  that  what  we  mean  by  going  ahead  full-blast 
in  April?  I  didn't  understand  that  comment. 

Secretary  Pierce.  No.  I  think  you  came  in  late,  but  that's  all 
right. 

Mr.  Schumer.  Well,  I  did  come  in  late  but  I  think  I  know  the 
budget.  Can  you  tell  me 

Chairman  Gons^lez.  The  gentleman  is  not  recognized  for  that 
purpose  at  this  point.  I  think  the  essential  thing  though,  Mr.  Roth, 
is  that  we're  not  talking  about  the  same  type  of  programs  that 
Green  Bay  undertook  as  an  experimental  program  based  on  preex- 
isting statutory  provisions. 

But  I  just  wanted  the  record  to  show  that  because  I  didn't  want  a 
malconclusion  on  the  part  of  any  reader  of  that  record. 

Yes 

Mr.  Roth.  We  had  an  excellent  field  trip  here  in  Washington, 
and  I'm  going  to  invite  you  and  the  committee  to  come  to  Green 
Bay  with  me  and  we'll  take  a  look  at  the  real  estate,  what's  being 
involved.  And  then  I  think  we'll  have  a  better  chance  to  estimate 
just  how  well  the  program  has  worked. 

Chairman  Gonzalez.  Well,  I  really  appreciate  that  invitation.  I 
promise  you,  we  will  accept  it  because  we  were  just  waiting  for  a 
budget  allocation  for  the  legislative  budget  to  plan  our  field  trips, 
which  will  be  very  intensive. 

Mr.  Roth.  Well,  I  can  assure  you,  Mr.  Chairman,  that  what  we 
find  in  Green  Bay,  WI,  will  all  make  us  proud. 

Thank  you,  Mr.  Secretary. 

Chairman  Gonzalez.  I  appreciate  that.  Thank  you  both. 

Mr.  Cooper. 

Mr.  Cooper.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I'd  like  to  focus  on  your  testimony  at  the  bottom 
of  page  8,  your  UDAG  testimony,  where  you  say,  and  I  quote: 

As  you  know,  Fve  been  one  of  the  program's  strongest  supporters.  I  have  foufl^t 
for  its  continuation. 
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In  reply  to  Mr.  Kai^jorski's  question,  it  seemed  that  you  have 
now  given  up  the  fight.  You  now  agree  with  the  administration 
that  UDAG  should  be  terminated.  I  have  a  lot  of  Republican  con- 
stituents who'd  be  very  interested  in  knowing  exactly  when  you 
gave  up  the  fight  and  when  you  started  agreeing  with  the  adminis- 
tration on  this  point. 

Secretary  Pierce.  Let  me  say  this.  There  are  a  lot  of  fights.  We 
fight  a  lot  within  the  administration  as  to  what  programs  should 
go  forward,  which  should  not,  what  the  cuts  should  be. 

But,  then,  the  President  makes  the  final  decisions.  When  he 
makes  a  final  decision,  it's  like  the  coach  of  a  ball  club,  we  go  along 
with  him.  If  you  disagree  with  him,  then  you  ought  to  leave  the 
administration.  And  I  don't  disagree  that  much  with  the  decisions 
he  has  made. 

Fm  very  much  in  favor  of  his  general  policy  of  trying  to  reduce 
the  deficit  because  I  truly  believe  that  if  we  don't,  we're  going  to  be 
in  an  economic  mess  very  soon. 

Mr.  Cooper.  Have  you  given  up  bargaining  or  negotiating  to  try 
to  allow  the  UDAG  Program  to 

Secretary  Pierce.  The  President's  budget  is  here  and  there's  no 
UDAG  in  it. 

Mr.  Cooper.  But  there  will  be  some  compromise.  There  will  be 
some  compromise  down  the  road. 

Secretary  Pierce.  We'll  cross  any  bridges  when  we  come  to  them 
but,  right  now,  the  budget  is  here.  It's  without  UDAG. 

Mr.  Cooper.  Well,  looking  at  your  past  fight  to  allow  UDAG  to 
survive,  exactly  what  did  you  do  to  nght  to  allow  UDAG  to  sur- 
vive? 

Secretary  Pierce.  Well,  let  me  say  this  with  all  due  modesty,  I 
don't  think  there  would  be  a  UDAG  at  all  without  my  help.  From 
the  time  I  got  here  in  1981,  efforts  were  made  to  eliminate  it. 

If  I  had  not  pushed  for  UDAG,  it  probably  would  have  been  cut 
in  1981  and  we  wouldn't  have  it  to  worry  about  it  now. 

Mr.  Cooper.  But  if  you  have  been  a  loyal  servant  of  the  adminis- 
tration for  several  years  now,  if  you  are  one  of  UDAG's  strongest 
supporters  and  you  can't  eke  out  a  marginal  existence  for  this  pro- 
gram that  you  believe  in,  where  is  your  clout? 

Secretary  Pierce.  But  that's  not  the  point.  The  point  is  some  pro- 
grams have  to  go.  This  one's  tied  to  local  economic  development 
programs  such  as  the  EDA,  and  certain  Appalachian  Rc^onal 
Commission  and  Fcurmers  Home  programs. 

Mr.  Cooper.  But  those  are  outside  of  your  jurisdiction. 

Secretary  Pierce.  But  that  doesn't  matter.  They  are  all  tied  to- 
gether. The  point  is  to  eliminate  all  local  development  programs. 
That's  the  point.  The  administration  considers  it  economically  fea- 
sible to  do  so. 

We're  going  across  the  board  and  we're  getting  rid  of  all  of  them. 
It  is  part  of  the  effort  to  reduce  the  budget. 

That  was  the  President's  thinking.  That's  what  he's  done.  He  has 
to  get  rid  of  some  programs.  He  must  try  to  reduce  the  budget.  And 
that's  what  he's  done. 

Mr.  Cooper.  But,  Mr.  Secretarv 

i    cretary  Pierce.  And  so— and  I  agree  with  him.  OK? 
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Mr.  Cooper.  You're  more  than  a  Charlie  McCarthy,  repeating 
what  the  President  would  like  you  to  say.  You  believe  in  the 
UDAG  Program.  And,  yet,  you  lost  the  fight. 

Secretary  Pierce.  There  comes  a  time  of  decision.  He  made  the 
decision.  And  if  you  don't  believe  in  a  decision,  you  ought  to  leave. 
I  believe  in  his  decision.  He  had  to  make  a  cut  somewhere. 

You're  the  Congress.  You  do  what  you  think  is  right. 

Mr.  Cooper.  I  asked  the  question  earlier  when  you  started  believ- 
ing the  President's  decision.  Was  it  after  the  election? 

Secretary  Pkrce.  What  are  you  talking  about? 

Mr.  Cooper.  Well,  when  did  you  start  going  along  with  the  Presi- 
dent's decision  on  UDAG? 

Secretary  Pierce.  The  President  didn't  make  the  decision  until 
just  recently,  just  before  the  budget  came  on  the  Hill. 

Mr.  Cooper.  And  that's  when  you  became  a  sudden  convert? 

Secretary  Pierce.  No.  Look,  I  played  football.  When  my  coach 
told  me,  I  want  you  to  make  an  end  run  instead  of  throw  a  pass,  I 
made  the  end  run,  and  if  I  lost  ground,  I  wouldn't  blame  him.  And 
I  believe  the  present  situation  is  relatively  similar. 

The  President  has  a  tremendously  tough  job.  He  must  make  the 
final  decisions  on  budget  cuts. 

Now,  no  matter  where  you  cut,  you're  going  to  get  criticism. 
God — you  know,  there's  an  old  saying  around  here  in  Washington: 

"Don't  cut  me.  Don't  cut  you.  Cut  the  man  behind  the  tree." 

I  mean,  everybody's  in  favor  of  cutting  the  budget  until  you  get 
to  the  program  they  are  interested  in. 

Mr.  Cooper.  What  is  the  extent  of  the  sacrifice  you  are  willing  to 
make?  If  the  President  asked  you  to  eliminate  HUD,  would  you  go 
along  with  that? 

Secretary  Pierce.  I  wouldn't  have  tu  make  that  decision.  You 
would.  The  Congress  would. 

Mr.  Cooper.  Well,  you  would  have  to  testify  before  us  to  see 
whether 

Secretary  Pierce.  Well,  I  mean,  you  would  have  the  decision. 

Mr.  Cooper.  Well,  ultimately  you  are  right. 

Secretary  Pierce.  What  would  you  do? 

Mr.  Cooper.  I  wouldn't  favor  it. 

But  I  am  just  interested  in  knowing  how  far  you  are  willing  to 
go. 

Secretary  Pierce.  Look. 

Mr.  Cooper.  What  would  it  take  before  you  would  be  interested 
in 

Chairman  Gonzalez.  Will  the  gentleman  yield  to  me? 

I  would  suggest  ceasing  and  desisting  in  this  line  of  questioning 
because  we  are  asking — well,  what  I  thmk  really  is  outside  our  con- 
sideration. 

The  gentleman,  the  Secretary,  serves  at  the  pleasure  of  the 
President,  not  ours.  If  he  has  explained  his  reasons  why  he  made  a 
certain  decision,  it  is  not  really  pertinent  for  us  to  question  his  mo- 
tives or  his  limitations.  Rather  than  to  ask  for  a  specific  reply  to 
the  reasonableness  of  the  priority  given  in  the  decision  to  cut  out 
this  program,  from  the  standpoint  of  the  effectiveness  of  the  pro- 
gram. 
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Earlier,  he  replied  that  he  thought  UDAG  had  worked  scltisfacto- 
rily,  that  had  he  had  his  druthers  he  would  have  gone  along. 

DO  I  really  believe  that  we  shouldn't  get  into  that  area,  though, 
in  which  we  are  really  challenging  a  decision  that  is  outside  of  our 
proper  area  of  jurisdiction. 

Mr.  CiooPER.  The  chairman  is  correct.  I  was  just  interested  in  the 
role  of  the  Secretary  in  being  an  advocate  for  housing. 

Mr.  Moran  is  here,  I  believe,  and  I  am  awaiting  a  response  to  a 
letter  I  wrote  him  about  small  community  UDAG's,  and  I  won't 
ask  him  to  reply  at  this  time,  but  we  are  stUl  waiting. 

Chairman  Gonzalez.  Mr.  McMillan? 

Mr.  McMillan.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  empathize  with  the  difficulty  of  your  position, 
and  I  commend  you  for  the  strong  statement  that  you  have  made 
and  your  willingness  to  share  your  concerns  and  your  commitr 
ments  within  the  recommendations  of  the  administration. 

I  would  have  to  confess  that  I  haven't  made  up  my  own  mind 
how  far  I  would  be  willing  to  go  with  respect  to  UDAG,  and  I  think 
it  has  been  a  good  program,  and  I  think  one  of  the  purposes  of 
being  here  today,  as  well  as  other  days,  is  to  hear  testimony  so  that 
we  can  make  judgments  and  decisions  with  respect  to  significant 
programs  in  the  framework  of  a  broader  decision  that  diis  Con- 
gress has  to  make  and  that  I  think  within  which  the  Secretary  has 
delivered  his  report. 

And  that  is  the  tremendous  budget  deficit  that  this  country 
faces,  in  excess  of  $220  billion  a  year,  and  that  if  this  Congress  is 
resolute  and  forceful  in  coming  to  grips  with  it  we  have  a  cheuice — 
a  chance — to  significantly  bring  down  interest  rates  further,  to  sig- 
nificantly bring  down  inflation  further,  to  significantly  encourage 
real  growth  in  this  economy  through  the  balance  of  the  1980's. 

And  I  think  those  considerations  are  very  much  a  part  of  what 
we  are  talking  about  here  with  respect  to  each  of  these  programs 
because  if  we  have  a  strong,  vigorous,  growing  economy,  with  low- 
interest  rates  and  low  inflation,  it  is  going  to  do  more  for  the  home- 
less, it  is  going  to  do  more  for  housing  than  any  other  stopgap 
makeup  program  that  this  committee  or  the  Department  of  Hous- 
ing and  Urban  Development  can  devise. 

We  are  really  talking  about  stimulating  the  genius  of  this  econo- 
my, and  I  think  that  is  our  No.  1  priority,  and  I  commend  you,  Mr. 
Secretary,  for  making  your  recommendations  within  that  spirit. 

I  have  a  few  other  questions  that  I  would  like  to  ask. 

One,  we  have  received  testimony,  Mr.  Secretary,  yesterday  from 
a  number  of  the  mcgor  housing  interest  trade  groups  against  the 
administration's  proposal  to  charge  increased  or  additional  fees 
with  respect  to  federally  related  mortgage  credit  programs. 

I  would  really  like  your  opinion  as  to  whether  these  additional 
fees  or  increased  fees  would,  in  your  judgment,  seriously  Jeopardize 
the  capacity  of  low-income  families  to  avcdl  themselves  of  those  en- 
sured mortgage  programs. 

Secretary  Pierce.  No,  that  would  not.  It  is  a  relatively  small 
amount. 

But  how  this  all  came  about  is  there  is  an  administration  move 
to  increase  all  user  fees,  and  whether  we  increase  ours  or  not  de- 
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»M  die  VA.  If  the  kgislatkm  is  voted  to  increase  theVAfee, 
ns  wiD  be  increaeed.  If  not,  then  oon  won't  be  increased 
sttarhrH  to  that.  As  far  as  o^it  Ginnie  Bfae  pcrints  are  oon- 
^hef  are  attarhpd  to  legiriatiiwi  affecting  Freddie  Mac  and 
FanaiellaeLlf  that  legislation  passes,  then  we  will  be  impacted.  If 
I't- 

eient,  it  will  make  very  little  difference  to  pmcha^- 


Mr.  McMnxAX.  Should  these  fees  be  allowed  to  exceed  the  rriat- 
ed_eoaBi  ana^iiwl  to  the  specifk-  programs  that  thej  apfij  to? 

that  these  fees  exceed  the  cost  of 

lOfl 

WeD.: 
Mr.  McSpLLAX  [oantiniiing>  And  that  therefore  thej  are  a  tax 

WeO.  that  maj  be.  That  is  ri^^  Thej  will  be. 
in  FHA.  we  will  be  making  waatj.  There  is 


hand,  VA  win  not.  VA  is  now  at  i  percent,  ft 

ft  has  to  00  fai^ier  in  order  to 

I  don't  know  how  5  per 

.toreaOjleii 

toHUDintfaisi 
Gfthel 
Oae  other  qoescni  andmnbeai 
to  XIDAC  We  ha^  zsOaed  ^boan  tDAG 
■d  we  hoEve  ra&ed  abooc  the  need  to  J 

the 
I  think  eacb  of  these  ^uwide*  an  fsgtiaa  to  do 
wick  respect  Q»  encerpriae  "mne^,  alrhrwigfi  thii  C&mgptm  has 
'  Ae  jmat  mnd  jaiapud  a  pna^EaoL^  tbef  haa^  htmt 
■fistly  in  a  somber  tf  Titfafey.  I  tSBdencanL 
Are  yvK  fianiiiar  «'rJf  ^jaat^ 

Yes.  abnot  '"^'^  ^se  States. 
Aad  i&ac  "xtzxnrr  m  a  IJoeat  ^^pcsoi  tbac  already 


^  UDs%^  'saa  TTrarrr  ezsicracacii  beea  3ude  as  t^ 
:  a  FtffSoaL  ^SEoeancee  t^i^e  pr?3fraai — ox  'sflfeet — go. 
liea  of  £rect  granca — ^aec  jiiMiisai  wai  ^  ms»i  ^agferf  ^  jcfciewi. 
the  aaase  pnrpaae  aa  L.ik%f^  Jfias?  t.LfcM^  yen^fic:^  am;  ^run  w&at 
I  haEve  hwcL  oaomiersaiLj  ^m..^jwfu.  OsuHnieixciy  t&ey  yMsor 
yiaSij  can  aczacc  lagicai  m  toesr  'iwa  wsql  TOninwf  ipiaaaiifie«a 
rather  diaa  ^  'Sor^e::  Zcwsrvm^rrr  Granc  P^^i^ram 

SetiecjLy  Pt— cm.  V^  ixsopi'  Doae  sa  yjgartt  ta  tsiac 

Mr  MdHbujur.  I  -jimw  x  mu^  k  wrir^  ^n^Mrisi^ 

I  oBdesacsmii  3E9  :3nie  laa  ^acprffgL  Mr  Ouurnan.  ami  T  r9tanir 
yon  i€iy  mnrfr. 

Thank  ynoL  Mr  SeezBCary 

Chairman  GcBKiA^ias.  Tiamc  jon.  Mr  MnMAlsm. 

Seciemy  PrmKa.  Tianir  T^m. 

I  iiMHrman  *.<owct>i  it  xt  £owkucsu 

Mr  ffaijaau  w  Thanic  ^mu  Ifir  Qxairmasi. 

Mr  iSfCiwttry.  ;|iac  -»  jsilow  i^  ta  ^te  "^JCM^^  Mif^txy  mA  ^tm^ 
at  dae  qgnnrrgnun  jt  jrmr  wafosmmac  tf  ymr  yrjurj^  «>  JMk 
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eral  enterprise  zone  legislation,  what  is  your  budget's  estimation  of 
the  cost  of  enterprise  zone  legislation  to  the  U.S.  Treasury? 

Secretary  Pierce.  Well,  the  Treasury  has  made  an  estimate,  not 
us.  The  Treasury  estimate  is  in  3  years  it  would  be  a  $1.5  billion 
cost. 

Mr.  Erdreich.  $1.5  billion? 

Secretary  Pierce.  $1.5  billion. 

Mr.  Erdreich.  Over  3  years?  Or  do  you  mean  it  reaches  $1.5  bil- 
lion  

Secretary  Pierce.  It  reaches  $1.5  billion  in  the  first  vear — I  be- 
lieve it  is  $100  million  and  then  goes  up  gradually  to  $1.5  billion. 

Mr.  Erdreich.  So  we  are  talking  about  a  program  that  gets  to  a 
tax  forgiveness  of  $1.5  billion  after  a  3-year  run,  roughly,  according 
to  Treasury  estimates? 

Secretary  Pierce.  That  is  right,  according  to  Treasury  estimates. 

Mr.  Erdreich.  Now,  the  current  UDAG  Program  is  a  $440  mil- 
lion capped  amount  per  year.  So  just  looking  at  dollars,  you  know, 
I  see  a  pretty  vast  difference. 

And  when  you  say  that  the  enterprise  zone  is  going  to  reach  $1.5 
billion,  there  is  an  awful  lot  of  priority  put  on  tax  simplification. 

Is  it  your  understanding,  or  do  you  have  any — have  you  had  con- 
versations with  Treasury — that  that  sort  of  tax  forgiveness  or  loop- 
hole, or  whatever  you  want  to  call  it,  will  be  £dlowed  to  be  inside 
the  new  taxation  plans? 

Secretary  Pierce.  That  will  be  allowed  to  exist.  That  is  the  idea, 
to  try  to  get  people  to  go  into  these  economically  depressed  areaa 
We  would  keep  the  tax  proposals  that  we  have  in  the  bill. 

Mr.  Erdreich.  So  am  I  hearing,  then,  that  the  Treasury's  propos- 
al for  tax  simplification,  if  it  is 

Secretary  Pierce.  Would  not  include  enterprise  zone. 

Mr.  Erdreich.  Would  not  include? 

Secretary  Pierce.  That  is  right. 

Mr.  Erdreich.  Would  not  allow  such  a  tax  forgiveness? 

Secretary  Pierce.  No,  what  I  am  sa3ring 

Mr.  Erdreich.  Or  would  allow? 

Secretary  Pierce  [continuing].  Whatever  we  have  that  affects  the 
taxes  in  the  enterprise  zone  would  continue  regardless  of  how  the 
Treasury  proposal  or  other  legislation  comes  out  for  simplification 
of  taxes. 

Mr.  Erdreich.  All  right.  So  that  would  continue,  then,  under  the 
Treasury  proposal,  if  I  follow  that? 

Secretary  Pierce.  That  is  right. 

Mr.  Erdreich.  The  CDBG  idea  of  reducing  10  percent  in  dollars 
and  then  also  reducing — or  changing  the  allocation  between  urban 
and  your  small  city  set-asides — the  entitlements  to  cities,  I  mean, 
and  communities  and  the  small  communities — from  70/30  to  60/40 
would  end  up  with  better  than  a  20-percent,  or  roughly  a  20-per- 
cent reduction  for  current  entitlements. 

Has  there  been  any 

Secretary  Pierce.  Current  entitlements  for  the  cities,  you  mean? 

Mr.  Erdreich.  Pardon? 

Secretary  Pierce.  Current  entitlements  for  cities  would  be  23 
percent  less. 
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Bfr.  Bri»bich.  OK.  Has  there  been  any  kxdL-eee  by  your  Depart- 
ment as  to  what  impact  that  would  have  on  those  current  pro- 
grams, or  did  you  just  onne  up  with  this  as  an  arbitrary  way  to 
reduce  the  deficit? 

Secretary  Piebcb.  No;  it  is  not  arbitrary  because  of  the  23  per- 
cent It  was  figured  that  in  the  light  of  our  ecommiic  recovery, 
cities  could  make  that  mudi  ct  a  sacrifice,  and  with  respect  to  tbe 
change  in  the  ratio  fincHn  70/30  to  60/40,  that  was  done  because 
there  are  certain  programs  that  Farmers  Home  now  has  that  it 
wiU  not  have,  and  they  are  basically  the  kind  of  programs  that  can 
be  done  under  a  CDBG  grant. 

So  really  what  we  are  trying  to  do  is  to  give  a  break  to  rural 
areas,  which  will  be  losing  because  of  the  programs  under  the 
Farmers  H<mie  wiU  be  eliminated. 

Bfr.  Rbihtkich.  The  last  questicMi  I  have,  I  am  trying  to  under- 
stand this  diart  a  little  better. 

The  tranendous  reduction  in  housing  dd)t,  which  loc^  to  be 
about  $40  billion,  which  I  think  is  great,  is  that  on-budget  or  dS- 
budget? 

Secretary  Piebcb.  That  is  on-budget 

Mr.  Brmbich.  So  has  it  come  in  great  part,  or  in  large  part,  be- 
cause of  the  problems  that  arose  from  the  change  in  the  1984  tax 
law,  and  so  you  have  got  about  a  $14  billion  buy-in  this  year? 

Secretary  Piebcb.  Tbat  part  is  in  there. 

Bfr.  Rbihtkich.  And  what  additional  is  ccHning  finom  those  sort  c€ 
changes? 

Secretary  Piebce.  Well,  let  me  just  put  it  this  way.  What  would 
happen  if  you  didn't  have  that  $14  biUicm  in  there,  the  reductions 
wcHild  go  somethingUke  this:  From  $244  Inllion  to  about  $235  bil- 
lion now  to  about  ^30  billion  at  the  end  of  this  jrear.  But  because 
that  $14  billion  is  in  there,  it  will  go  mudi  lower. 

However,  it  would  be  going  down  anyway.  But  it  goes  down 
mudi  more  shar|dy  because  of  that  $14  biUicm. 

Mr.  Ebi»eich.  Ah  ri^t.  Tliank  you,  Bifr.  Secretary. 

Thank  you,  Bfr.  Qiairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Erdreidi. 

Mr.  Levin. 

Mr.  Levin.  Thank  you,  Mr.  Qiairman. 

Mr.  Secretary,  how  many  units  were  requested  in  applications 
for  202  housing  for  the  elderly  last  fiscal  year? 

Just  aiqnroximately. 

Secretary  Piebol  I  think  about  2,000,  but  let  me  just  check. 

n^use.] 

Secretary  Piebcb.  Well,  let  me  have  that  question  again  because 
we  are  ccmfused  with  it  a  bit.  What  was  that  question  exactly? 

Mr.  Levin.  I  think  it  is  clear. 

Secretary  Piebcb.  No;  but  just  say  it  again,  please. 

Mr.  Levin.  If  yaa  add  up  all  the  units  requested  in  apfdications 
for  elderly  housing 

Secretary  Piebcb.  Ctti,  all  ri^t. 

Mr.  Levin  [continuing].  How  many  units  were  requested? 

Secretary  Piebce.  How  many  applications  were  nuvfe? 

Mr.  Levin.  Well,  no,  the  unite  within  those  applicatiops.  How 
many  unite  were  the  subject  (rf'a  request  fin*  Federal  aasistanoe? 
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Secretary  Pierce.  Under  202? 

Mr.  Levin.  Under  the  202  housing  for  the  elderly. 

Secretary  Piei^ce.  We  don't  know.  We  will  have  to  get  that  for 
you.  We  don't  know  exactly.  We  think  it  is  around  20,000,  but  we 
are  not  sure.  We  would  like  to  make  sure  we  put  it  in  the  record 
correctly. 

Mr.  Levin.  All  right,  20,000. 1  would  like  to  receive  those  figures. 
No  one  here  has  an  idea  of  what  the  ratio  of  requests  to  funding 
was? 

No. 

Secretary  Pierce.  We  will  have  to  get  that  for  you.  We  will  be 
glad  to  try  to  get  that  answer. 

Mr.  Levin.  Well,  all  right. 

[At  the  request  of  Congressman  Levin,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Secretary 
Pierce:] 

Response  Received  From  Secretary  Pierce 

The  Department  received  applications  for  funding  from  1,368  projects  for  a  total 
of  62,771  units  in  Fiscal  Year  1984. 

Mr.  Levin.  There  was  appropriation  for  12,000,  and  the  number 
of  requests  was  greater  than  the  funding,  and  you  now  are  suggest- 
ing elimination  of  any  further  appropriations  for  several  years. 

Secretary  Pierce.  For  2  years. 

Mr.  Levin.  What  is  the  logic  behind  that? 

Secretary  Pierce.  The  logic  is,  again,  that  we  have  to  try  to 
reduce  our  budgets  in  order  to  fight  the  deficits  problem. 

Mr.  Levin.  All  right,  so  that  is  the  logic? 

Secretary  Pierce.  And  so  people  have  to  make  certain  sacrifices, 
and  that  is  the  sacrifice  here. 

Mr.  Levin.  It  is  not  that  these  units  aren't  needed? 

Secretary  Pierce.  No. 

Mr.  Levin.  OK,  I  would  very  much  appreciate  your  sending  me 
those  figures  for  the  last  4  fiscal  years,  and  I  would  also  appreciate 
your  providing  a  detcdled  description  of  the  criteria  for  selection  of 
units. 

[At  the  request  of  Congressman  Levin,  the  following  additional 
information  was  submitted  for  inclusion  in  the  record  by  Secretary 
Pierce:] 

Response  Received  From  Secretary  Pierce 

In  addition  to  the  Fiscal  Year  1984  numbers  that  I  have  provided,  applications 
were  received  in  the  preceding  three  years  for  a  total  of  67,045  units  in  1^61 
projects  in  FY  1983;  83J88  units  in  1,488  projects,  in  FY  1982,  and  74,486  units  in 
1,206  projects  in  FY  1981. 

Four  selection  criteria  have  been  constant  since  the  Fiscal  Year  1982  funding 
cycle,  when  we  first  established  a  numercial  rating  system  based  on  a  ma»imufn  of 
100  points  and  a  standard  form  to  be  used  nationwide.  These  factors,  and  their 
value  for  FY  1985  selections,  are  (1)  the  borrower's  capacity  to  carry  thro^^  to 
long-term  operation  a  project  for  housing  and  related  facilities  (20  points);  (2)  the 
borrower's  nnancial  capacity  (30  points);  (3)  location  of  the  project  (site/neighbor- 
hood) (15  points)  and  (4)  modest  design/cost  (25  points).  In  1982,  the  fifth  criterion 
was  ''extent  of  displacement  and  feasibility  of  relocation." 

In  FY  1983,  the  fifth  criterion  was  changed  to  "overall  feasibilitv,"  to  be  rated  by 
the  Regional  Office.  On  February  28, 1985,  instructions  were  issued  on  selection  pro- 
cedures for  FY  1985  applications  that  changed  the  fifth  criterion  to  "special  needs" 
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and  gpedfied  seven  factors  to  be  considered  in  awarding  those  points.  This  fifth  cri- 
terion, in  each  of  the  years  discussed,  had  a  maximum  value  of  10  points. 

Mr.  Levin.  Mr.  Secretary,  in  the  fiscal  years  1982,  1983,  and 
1984,  you,  HUD,  deobligated  more  funding  for  public  housing  than 
it  reserved  or  obligated. 

Why  was  that? 

Secretary  Pierce.  We  believe  that  what  our  public  housing 
should  be  renovated  and  modernized.  We  don't  thmk  we  need  to 
build  a  great  deed  more  of  it.  And  we  were  shifting  our  emphasis— 
we  are  trying  to  shift  our  emphasis  into  vouchers. 

Mr.  Levin.  The  money  was  used  for  vouchers. 

Secretary  Pierce.  No;  but  I  am  saying  that  is  where  we  were 
shifting  our  emphasis.  We  are  shifting  out  of  building. 

Mr.  Levin.  Ail  right.  Well,  that  money  wasn't  obligated  then  be- 
cause you  say  it  wasn't  needed  or 

Secretary  Pierce.  No,  we  are  saying  that  is  the  way  we  were 
going,  and  at  that  time  we  were  trying  to  keep  our  budget 
trimmed. 

Mr.  Levin.  Do  you  know  how  many  more  units  would  have  been 
built  if  you  had  obligated  all  that  money,  the  money  that  was  ap- 
propriated? 

Secretary  Pierce.  No,  I  don't. 

Mr.  Levin.  So  in  terms  of  public  housing,  the  approach  of  the  ad- 
ministration really  began  before  the  deficit  crisis  became 

Secretary  Pierce.  Oh,  no.  No,  a  lot  of  us  in  the  administration 
realized  there  was  a  deficit  crisis  when  we  got  here,  but  we  were  a 
bit  slow  taking  it  into  hand.  And  we  recognized  that.  I  certainly 
recognized  a  budget  deficit  in  1981,  when  I  came  here. 

Mr.  Levin.  So  vou  were  motivated  in  part  by  what  you  perceived 
as  a  deficit  in  1981. 

I  will  tell  you  why  I  am  asking.  I  think  that  we  have  some  hard 
decisions  to  make,  very  hard  decisions  to  make.  They  won't  be  well 
made  if  we  obscure  issues  of  need,  and  I  think  your  testimony  is 
interesting  in  this  regard,  and  let  me  ask  you  a  few  very  specific 
questions  about  your  language,  and  tell  me  yes  or  no  if  you  would. 

On  page  1,  you  say  the  administration  is  directing  our  assistance 
to  oeople,  not  bricks  and  mortar. 

Secretary  Pierce.  Yes,  that  is  right. 

Mr.  Levin.  Is  it  your  position  that  the  administrations  prior  to 
this  one,  in  terms  of  housing,  directed  their  assistance  to  bricks 
and  mortar,  not  people? 

Secretary  Pierce.  Well,  we  think  they  put  the  emphasis  on 
brides  and  mortar.  We  think  that  one  of  the  major  programs  was 
section  8  "new  construction."  We  think  that  program  benefited  de- 
velopers, people  who  wanted  tax  shelters,  lawyers,  and  others 
much  more  than  the  poor  people  who  needed  shelter. 

We  think,  for  example,  the  Voucher  Program  benefits  people 
who  need  shelter  more  than  that  building  program  does. 

Mr.  Levin.  They  show  on  page  3  where  you  say:  "We'll  subsidize 
a  family  instead  of  a  builder."  Your  position  is  that  the  programs 
in  previous  administrations  subsidize  builders  instead  of  families? 

Secretary  Pierce.  No,  they  did  it  more,  that's  just  a — the 

B4r.  Levin.  So,  you're — instead  of 

Secretary  Pierce.  We  think  it  helped. 
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Mr.  Levin.  So  instead  of,  you  don't  mean  to  say  that  you  re- 
versed those  priorities  from  previous  administration's. 

Secretary  Pierce.  What  I'm  saying  is,  I  think  that  those  pro- 
grams were  wasteful,  and  they  helped  the  builders  much  more 
than  they  helped  the  people. 

Mr.  Levin.  OK,  I  think  we  have  some  basic  differences  in  per^ 
spective.  There  were  abuses  but  I  don't  think  we  would  call  the 
programs 

Secretary  Pierce.  Well,  that's  you.  That's  what  you  call  it. 

Mr.  Levin.  OK.  Now,  let  me  ask  you.  Your  way  we'll  offer  free- 
dom of  choice  instead  of  forcing  people  to  live  in  a  Federal  prqject 
You're  position  is  that  the  hundreds  of  thousands  of  people  today, 
if  you  ask  them,  thev  would  say  they're  being  forced  to  live  in  a 
Federal  project.  That  s  how  you  sum  up 

Secretary  Pierce.  No,  what  we're  saying — we're  giving  them 
choice.  In  a  sense,  with  a  voucher,  you  do  have  choice.  You  can  go 
to  all  different  parts  of  the  town  to  exercise  your  voucher.  As  a 
matter  of  fact,  if  you  want  to  pay  more  of  your  own  money,  you 
can  probably  even  get  a  better  place  to  live.  You  have  more  choice 
with  a  voucher. 

Mr.  Levin.  One  last  question,  my  time  has  just  expired. 

You  say  in  regard  to  a  number  of  these  programs — 202  Hous- 
ing— that  these  are  temporary  pauses,  just  a  temporary  pause  in 
funding  new  assisted  housing  units. 

What  assurance  does  anybody  have  that  it's  more  than  a  pause? 
You  cite  the  budget  deficit  crisis  and,  under  the  administration's 
projections,  the  deficits  are  going  to — through  1988,  1989, 1990,  and 
this  is  reinforced  by  the  CBO  figures — that  these  deficits  are  going 
to  continue  in  the  range  from  125,  150  billion,  maybe,  to  225  bit 
lion.  So,  in  view  of  those  figures — some  of  which  come  from  this  ad- 
ministration itself  and  others  come  from  CBO,  which  isn't  run  by  a 
bunch  of  Democrats  at  the  moment — how  do  you  say  with  assur- 
ance, on  page  4,  "When  full  funding  resumes  in  fiscal  1988"? 

Secretary  Pierce.  Because  that's  what  we  intend.  We  intend  the 
full  funding  to  resume  in  fiscal  1988. 

Mr.  Levin.  Regardless 

Secretary  Pierce.  We  believe  that  within  that  time  our  economy 
will  improve  and  continue  to  be  sustained.  It  will  continue  to  be 
strong.  That  we  will  gain  more  tax  moneys  because  of  a  strong 
economy,  that  there'll  be  more  people  working,  that  all  will  benefit 
from  that. 

Mr.  Levin.  I  understand  that,  I  understand  that. 

Secretanr  Pierce.  And  then  we  can  go  ahead  with  this  program 
and  probably  not  need  as  much  assisted  housing  as  we  even  do 
now.  So  those  are  the  things  we  believe. 

Mr.  Levin.  So,  your  position  is  that  even  if  the  deficit  is  at  the 
$100  billion  level  in  1988,  projected,  that  you'll  be  back  here — if 
you're  still  Secretary — urging  or  proposing  a  full  resumption  in 
1988?  Even  if  there's  a  deficit  of  $125  billion? 

Secretary  Pierce.  That  is  correct,  because  the  deficits  can  be  fig- 
ured by  OMB  as  well  as  the  people  up  here.  That's  exactly  right 

Mr.  Levin.  Well,  OK,  thank  you,  Mr.  Secretary. 

I  don't  think  that  last — I  was  talking  about  OMB's  own  figures, 
but  be  that  as  it  may. 
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Thank  you. 

Chairman  Gonzalez.  Thank  you. 

Mr.  Lundine? 

Mr.  Lundine.  Thank  you,  Mr.  Chairman  and  Mr.  Secretary. 

In  ^our  judgment,  is  there  any  need  for  any  low-income  housing 
additional  units  anywhere  in  America? 

Secretary  Pierce.  Oh,  sure,  there's  a  need.  I  mean,  there's  no 
doubt  about  it.  From  the  time  this  Nation  b^an  right  up  until 
now,  there's  always  been  a  need  for  more  low-income  housing.  In 
fact,  there's  never  been  a  time  in  the  history  of  the  United  States, 
that  we've  had  enough  low-income  housing.  So,  sure,  there's  a 
need. 

Mr.  Lundine.  In  other  words,  not  all  of  the  low-income,  elderly, 
or  other  low-income  people  in  America,  can  be  met  by  our  existing 
housing  stock? 

Secretary  Pierce.  Actually,  that's  right,  and  it  never  has  been. 
We've  never  been  able  to  do  it.  And  we've  been  behind  for  years. 

Mr.  Lundine.  My  question  didn't  imply  that  it  ever  had  been  dif- 
ferent. 

Secretary  Pierce.  But,  that's  right,  there's  no  doubt  about  it. 

Mr.  Lundine.  But,  basically,  we're  dismantling  anything  that 
would  build  anything  for  anything  of  these  people,  at  least  for  2 
years;  right? 

Secretary  Pierce.  Yeah,  for  2  years  we're  going  on  a  moratorium 
because  we  think  that's  what  we  need  to  try  to  get  our  deficit  in 
order,  which  we  think  is  more  important,  and  that  people  will  have 
to  make  sacrifices.  Otherwise,  we  re  going  to  have  serious  economic 
trouble.  That's  the  belief. 

Mr.  Lundine.  Let's  talk  about  the  section  202  Elderly  Program. 
President  Reagan  visited  Buffalo  during  the  campaign  last  year 
and  indicated  that  this  is  a  program  he  supported  and,  I  believe, 
that  you  have  previously  and  I  know  that  it  has  widespread  sup- 
ix>rt  among  a  broad  cross-section  of  people  in  the  country,  and  now 
you're  proposing  no  units  for 

Secretaiy  Pikrce.  For  2  years. 

Mr.  Lundine  [continuing].  The  next  2  fiscal  years. 

Secretary  Pierce.  That's  right. 

Mr.  Lundine.  What  happened? 

Secretary  Pierce.  For  the  same  reason  I  told  you  before.  What 
happened? 

AAr.  Lundine.  Yeah,  what  happenened  in  between  the  President's 
statement  last  fall  and  your  previous  statements  to  this  committee 
and  when  the  budget  came  out.  What  happened?  Did  the  budget — 
deficit  go  up  or 

Secretary  Pierce.  Consideration  of  what  we  needed  to  cut.  We 
had  to  cut  in  order  to  try  to  win  the  deficit  battle.  That's  it.  That's 
the  consideration  of  things.  Something  had  to  be  cut. 

Mr.  Lundine.  And  speaking  personally,  that  need  became  appar^ 
ent  to  you  only  recently? 

Secretary  Pkrce.  No. 

Mr.  Lundine.  Oh. 

Secretary  Pierce.  I've  known  it  since  1981. 

Mr.  Lundine.  Well,  what  are  we  to  expect? 

Secretary  Pierce.  And  we  have  been  cutting  things  since  1981. 
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Mr.  LuNDiNE.  First  you  told  us  that  against  your  recommenda- 
tions a  major  program  like  UDAG  was  scuttled,  and  that  the  cap- 
tcdn  of  the  ship  had  to  make  that  decision — or  the  coach  of  the 
team,  I  think,  was  the  analogy  you  used.  Now,  Tm  telling  you  the 
coach  told  us  that  this  was  a  good  program. 

Secretary  Pierce.  No  doubt  about  it,  it  is  a  good  program.  That 
doesn't  mean  you  can't  put  it  on  a  moratorium  for  2  years.  It's  stiU 
a  good  program.  Nobody  said  it's  not  a  good  program. 

Mr.  LuNDiNE.  I  see.  And  of  all  the  things  that  HUD  does,  how 
much  money  is  in  the  current  budget  request  for  HUD,  total? 

Secretary  Pierce.  Total  amount,  let  me  get  the  figure;  $6  billion, 
I  understand.  About. 

Mr.  LuNDiNE.  I'm  sorry? 

Secretary  Pierce.  About  $6  billion. 

Mr.  LuNDiNE.  And  out  of  all  that  $6  billion  in  spending,  the 
amount  that  is  allocated  to  this  Section  202  was — ^well,  let  me  put 
this  differently. 

The  amount  that  would  go  to  the  202  Program  was  more  expend- 
able than  anything  else  in  the  $6  billion? 

Secretary  Pierce.  Well,  those  were  the  decisions  that  were  made. 

Mr.  LuNDiNE.  Just  one  other  question  about  this  philosophy  on 
housing— I  thought  it  was  interesting,  your  exchange  with  Mr. 
Levin — with  regard  to  people  benefiting,  have  you  ever  seen  any 
indication  from  tenants — as  you've  toured  many  section  8  projects 
I'm  sure  of  various  kinds— have  you  ever  seen  an^  indication  mxm 
tenants  that  they  were,  in  general,  dissatisfied  with  the  living  cir- 
cumstances or  that  they  weren't  people-oriented  programs? 

Secretary  Pierce.  That  they  weren't  people-oriented  programs? 

Mr.  LuNDiNE.  Yes. 

Secretary  Pierce.  I've  found  people  have  dissatisfactions  but  I 
don't  know  what  the  people-oriented  program  means,  exactly,  but 
there  were  people  who  were  dissatisfied  with  a  lot  of  things.  Some- 
times an  elevator  wasn't  working;  sometimes  some  kids  had  paint- 
ed up  the  front  porch;  all  kinds  of  things  that  they've  been  dissatis- 
fied with,  yes.  And  I've  talked  to  a  lot  of  people  who  live  in  assisted 
housing,  who  made  those  kind  of  complaints. 

Mr.  LUNDINE.  And  that  does  not  exist  in  any— those  complaints 
don't  exist  with  respect  to  any  existing  housing  or  any  housing  that 
people  rent  through  vouchers? 

Secretary  Pierce.  It  exists  with  all  kinds  of  people.  You  can  have 
a  man  live  on  Park  Avenue  in  New  York,  pay  $2,000  a  month  for  a 
one-bedroom  apartment.  He  can  complain.  So,  why  can't  they? 

Mr.  LuNDiNE.  Ck)ming  back  to  the  UDAG  Program  again,  ywx 
have  observed  that  the  purpose  of  the  program  was  to  create  jobs 
and  develop  economic  generators.  Over  the  long  run,  do  you  thmk 
that  the  additional  tax  revenues  coming  in  from  UDAG  projects 
will  be  more  or  less  than  they  would  have  been  if  those  projects 
that  you've  already  done  had  never  been  accomplished? 

Secretary  Pierce.  Be  more. 

Mr.  LuNDiNE.  So,  in  a  way,  aren't  we  being  shortsighted  to  termi- 
nate it  if  the  return  on  investment  is  that  good? 

Secretary  Pierce.  The  point  is,  we  had  programs  that  we  had  to 
terminate.  And  it  was  thought  that  all  of  the  local  economic  devel- 
opment programs  should  be  terminated,  not  just  UDAG,  but  the 
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EDA,  the  Appalachian  Commission,  the  Farmers  Home  lobal  eco- 
nomic development  programs,  and  oth^B.  That  was  the  decision 
that  was  made.  That  all  of  these  programs  should  be  terminated, 
that  the  local  governments  and  the  State  governments  could  do 
without  them  and  that  we  needed  it  to  reduce  the  budget 

Bfr.  LuNDiNS.  In  spite  of  the  fact  that  in  these  instances,  uiklike 
virtually  any  others  in  Federal  expenditure,  there  is  a  return  on 
the  investment 

Secretary  Pierce.  That  was  decided,  yes.  That  was  the  decision. 

Bfr.  LuNDiNS.  You  mentioned  Farmers  Home.  Are  you  confident 
that  HUD  could  administer  rural  housing  programs  effectively — as 
effectively  as  the  existing  Farmers  Home  delivery  system? 

Secretary  PnracE.  We  believe  so. 

Bfr.  LuNDiNE.  Would  you  have  any  agent  or  employee  of  HUD  in 
every  county? 

Secretary  Pierce.  You  won't  have  those  in  Farmers  Home  any 
more  either.  That's  another  thing  that's  happening  with  this 
budget.  They're  getting  rid  of  a  big  percentage  of  those  offices,  so 
they  won't  he  €u*ound  anyhow. 

Mr.  LuNDiNE.  Will  you  have  any  kind  of  more  decentralized  ca- 
pability than  the  current  area  offices? 

Secretary  Pierce.  Oh,  yeah.  We  have  offices  more  decentralized 
than  area  offices. 

Bfr.  LuNDiNE.  And  to  serve  the  rural  areas,  will  you  make  any 
special  outreach  effort? 

Secretary  Pierce.  We  will  do  what  we  have  to  do  to  get  the  job 
done.  If  we  have  to  have  new  offices  created,  we'll  do  it. 

Mr.  LuNDiNE.  Is  there  any  funding  for  that  contemplated  in  this 
budget? 

Secretary  Pierce.  Well,  no,  because  we're  not  taking  over  the 
Farmers  Home  Administration's  programs  in  the  1986  or  1987 
budgets.  We're  not  doing  it  until  1988. 

Mr.  LuNDiNE.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  Manton. 

Mr.  Manton.  I'll  jdeld  to  my 

Mr.  Carper.  Mr.  Manton,  you've  been  a  patient  member  of  the 
Committee.  I  would  insist  that  you  go  next. 

Chairman  Gonzalez.  Mr.  Manton,  under  the  revised  unofficial 
procedural  rules,  you  were  here  first  and  so  we've  been  recogniz- 


_Ir.  Manton.  Well,  I  thank  you,  Mr.  Chairman,  for  deviating 
somewhat  in  your  discretion  from  the  pecking  order  and  desceno- 
in£  to  what  I  call  the  pit.  [Laughter.] 

Mr.  Secretary,  I  think  that  if  one  were  to  try  to  summarize  your 
testimony,  it  would  be  that  we  all  have  to  make  sacrifices  because 
of  the  very  important  situation  facing  us  in  the  form  of  the  budget 
deficit. 

Our  Federal  debt  will  soon  hit  $2  trillion,  having  doubled  in  just 
about  4  years.  And  I  know  that  there's  been  some  talk  here  about 
economic  development,  a  bigger  slice  of  the  pie  for  all,  and  that  the 
rationale  for  the  1981  tax  cuts  was  that  we  would  have  that  kmd  of 
development  and  that  the  economy  would  grow  and  even  though 
tax  rates  were  set  at  a  lower  rate,  that  the  absolute  amount  of  rev* 
enues  would  increase  by  reason  of  economic  growth. 
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It  was  projected  that  we  would  cross  over  into  the  black  in  fiscal 
year  1984  by  a  small  amount,  about  a  half  a  billion  dollars. 

We  all  know  that  hasn't  happened  and  that  we're  moving  along 
at  a  deficit  rate  per  annum  of  approximately  $200  billion.  As  a 
result,  we  have  to  make  very  difficult  choices  on  who  makes  the 
sacrifices  necessary. 

During  the  course  of  the  deliberations  of  this  committee  on  H.R 
1,  we've  received  testimony  from  a  number  of  groups  and  individ- 
uals. I  was  particularly  impressed  by  the  testimony  of  our  own 
Archbishop  0'Ck>nnor,  from  New  York.  Although  he  had  a  distin- 
guished military  career  over  a  27-year  period,  he  said  that  in  view 
of  the  plight  of  the  homeless  and  the  poor,  that  if  he  were  in  our 
shoes  he  would  take  a  very,  very  close  look  at  military  expendi- 
tures before  making  the  t3rpe  of  sacrifices  that  will  perhaps  be  vis- 
ited upon  the  poor  and  the  elderly  if  we  agree  in  law  to  the  Presi- 
dent's budget  proposal. 

Now,  I  realize  that  you  come  here  as  a  team  player — you  used 
that  analogy — that  the  coach  has  made  some  decisions  that  you  as 
a  player  might  not  have  made.  But,  that  you  are  carrying  the  team 
message  here  today. 

I  would  like  to  ask  some  specific  questions  and  you'll  forgive  me 
if  they  relate  somewhat  to  my  home  State  and  city  of  New  York. 

I  think  Mr.  Garcia  said  that  currently  175,000  individuals  and 
families  are  on  the  waiting  list  for  public  housing  or  rental  assist- 
ance in  New  York  City.  In  fact,  the  cities  rental  vacancy  rate  has 
dropped  from  2.13  percent  in  1981  to  a  low  figure  now  of  2.04  per- 
cent in  1984.  And,  just  parenthetically,  with  those  kind  of  vacancy 
rates  I  would  question — not  the  philosophy  of  the  voucher — ^but 
rather  the  effectiveness  of  a  voucher  which,  if  one  had  it  in  hand, 
they  might  find  it  difficult  to  use. 

Secretary  Pierce.  That's  the  reason  we  want  to  have  rehabilita- 
tion in  a  small,  targeted  building  program. 

Mr.  Manton.  Quite  simply,  we  have  a  severe  lack  of  decent,  af- 
fordable housing  in  New  York  City. 

Given  your  plans  to  virtually  eliminate  Federal  housing  funds 
for  2  years,  what  advice  do  you  have  for  local  officials  in  New  York 
City  and  across  the  country  who  are  struggling  to  meet  the  housing 
needs  of  the  poor,  the  elderly,  and  families  of  moderate  income? 

Secretary  Pierce.  Well,  I  do  not  have  specific  advice.  I  think  it 
would  be  presumptuous  on  my  part  to  try  to  give  advice  to  some- 
body in  Seattle  or  Minneapolis,  MN,  as  to  what  they  should  do. 

It  becomes  a  problem.  They've  had  to  make  a  sacrifice.  They'd 
have  to  use  their  best  judgments,  and  they'd  have  to  use  their 
assets  as  wisely  as  they  possibly  could. 

But  I  don't  feel  as  though  I  can  tell  them  what  they  should  do.  I 
can't. 

Mr.  Manton.  Returning  to  the  deficit  question.  Since  1981,  Fed- 
eral assisted  housing  programs  have  been  cut  by  roughly  60  per- 
cent, more  than  any  other  domestic  program.  Yet,  todav  we're  told 
that  further  cuts  are  needed  in  order  to  reduce  the  Federal  deficit. 

In  the  meantime,  while  Federal  housing  programs  were  being  cut 
to  the  bone,  the  Federal  deficit  rose  from  $78  billion  in  1981  to  a 
projected  $222  billion  in  this  fiscal  year. 
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Hasn't  HUD  made  its  contribution  to  deficit  reduction?  Haven't 
the  homeless  and  those  who  cannot  afford  a  decent  place  to  live 
made  their  contribution  to  the  deficit  reduction  already?  And  why 
are  we  to  expect  further  cuts  in  housing  programs  to  have  any  dif- 
ferent effect  on  the  deficit  than  it  has  had  in  earlier  years? 

Secretary  Pierce.  Well,  actually,  yes.  HUD  has  accepted  its  cuts. 
There  are  others  who  have  sizable  cuts,  too.  I  don't  know  whether 
your  figures  are  accurate  but  I  know  as  of  in  this  year — we're  not 
cut  the  most  this  year.  I  don't  know,  maybe  over  4  years,  maybe  we 
are.  I  don't  know. 

Mr.  Manton.  I  think  my  figure  is  accurate,  Mr.  Secretary. 

Secretary  Pierce.  I'd  have  to  check  that.  But  I  know  this  year 
there  are  others  cut  more  than  we  are — Interior,  Small  Business. 
There  are  others  that  are  cut  more  than  we  are. 

But,  I  mean,  the  point  is,  it's  a  matter  of  sacrifice.  It's  a  matter 
of  what  you  have  to  do.  It's  a  matter  of  where  you're  going  to  make 
the  cuts  and  those  decisions  have  to  be  made. 

Now,  you  can  argue  that  housing  has  had  enough.  I  guess  if  I 
talked  to  some  people  over  in  Interior,  they  would  say  they  have 
had  enough.  If  I  talked  to  people  in  any  department — HHS,  or  any- 
body else,  some  may  well  tell  me,  we've  had  enough,  we've  had  our 
share. 

Mr.  Manton.  I  must  say  I  think  you'll  agree  with  me  as  a  New 
Yorker,  that  it's  a  disgrace  that  any  citizen  of  the  United  States 
has  to  sleep  in  the  street.  Now,  I  know  there  are  ar^ments  that 
some  of  them  have  pathologies  that  are  not  controllable,  but  a  lot 
of  them  are  not.  They^re  people  who  have  been  displaced  because  of 
fires,  or  the  severe  shortage  of  housing,  or  due  to  foreclosure  or 
losing  a  job.  Those  are  the  people  that  we  ought  to  be  concerned 
idx>ut. 

In  that  r^ard,  the  stopping  of  production,  even  if  it's  only  for 
the  2-year  moratorium,  represents  a  very  dangerous  course  of 
action. 

In  New  York,  today,  we  have — and  you've  he€u*d  the  figure— 
50,000  families  doubled  up  in  housing.  You  come  over  to  my  district 
in  Queens,  you'll  find  a  lot  of  the  one-family  and  two-family  houses 
are  iU^^  according  to  the  codes,  because  people  are  cutting  some 
of  those  apartments  into  rooms  for  four  and  five  single  people. 
Th^re  taking  basements  and  making  illegal  basement  apart- 
ments. They're  dealing  with  the  lack  of  supply  in  an  illegal,  unsafe, 
and  unsanitaiT  way. 

But  I  would  just  like  to  direct  your  attention  to  HoDAG  for  a 
minute.  You  mentioned  in  your  testimony  that  it  costs  $76,000  per 
H^AG  unit  to  house  a  low-  or  moderate-income  family.  Now  since 
that  allocation  would  go  over  a  20-year  period,  what  is  the  differ- 
ence between  that  and  a  $3,500  voucher  which  would  be  extended 
over  the  same  period  of  time?  Wouldn't  it  come  out  to  about  the 
samethine^ 

Secreta^  Pierce.  No,  because  actually  manv  of  the  poor  people 
in  HoDAG  projects  will  also  be  receiving  vouchers  or  section  8  ex- 
isting certificates. 

Mr.  Manton.  But  aren't  the  end  costs  over  a  20-year  outlife  the 
same,  and  isn't  a  fact  that  with  the  voucher  you  don't  end  up  with 
a  unit  added  to  the  supply? 
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Secretary  Pierce.  Well,  Fd  have  to  compute  that  and  have  to 
work  it  out.  I  don't  know.  I  can't  answer  your  question.  May  I  put 
an  answer  in  for  the  record? 

Mr.  Manton.  Yes,  sir. 

Secretary  Pierce.  FU  put  an  answer  in  the  record. 

Mr.  Manton.  FU  appreciate  seeing  that  in  the  record. 

Secretary  Pierce.  OK. 

[At  the  request  of  Congressman  Manton,  the  following  additional 
information  was  received  for  inclusion  in  the  record  by  Secretary 
Pierce:] 

Response  Received  From  Secretary  Pierce 

The  funded  HoDAG  projects  require  an  upfront  subsidy  of  $76,000  to  obtain  one 
lower-income  unit  for  20  years.  To  allow  a  comparison  with  the  upfront  HoDAG  rab- 
sidy,  a  voucher  subsidy,  involving  an  annual  payment  over  a  period  of  years,  must 
be  converted  to  a  present  discounted  value  measure.  The  present  value  of  a  series  of 
annual  voucher  payments  of  $3,500  (paid  monthly)  over  20  years  is  $80,200,  assum- 
ing a  discount  rate  of  10  percent. 

Therefore,  the  cost  of  a  Housing  Voucher  unit,  when  calculated  over  twenty  years 
to  provide  the  comparison  with  HoDAG,  would  be  slightly  more  than  $45,000  less 
thfim  the  cost  of  a  HoDAG  lower-income  imit. 

Mr.  Manton.  I  don't  know  if  I  still  have  any  time  left,  the  chair^ 
man  would  remind  me  if  I  do,  but  Vd  just  like  to  talk  about  UDAG 
for  a  minute. 

Chairman  Gonzalez.  One  more  question. 

Mr.  Manton.  Thank  you,  Mr.  Chairman.  Ill  be  brief. 

Although  you  said  you  are  a  teamplayer  and  the  coach  has  set 
the  game  plan,  I  wonder  if  you'll  agree  with  this,  that  reported  un- 
employment in  UDAG-eligible  cities  averaged  8.2  percent  compared 
with  the  5.5  percent  in  other  communities.  Also  employment 
growth  in  eligible  cities  averaged  only  one-third  the  national  rate 
and  eligible  cities  averaged  twice  the  tax  burden  of  other  communi- 
ties. 

What  was  the  rationale,  in  view  of  these  figures,  for  the  coach 
and/or  his  other  advisers  deciding  to  cut  UDAG? 

Secretary  Pierce.  I  think  the  rationale  was  that  all  of  the  local 
economic  development  programs,  UDAG  and  all  Uie  rest,  should  go 
out  of  existence,  because  the  cities,  local  governments  and  States, 
could  handle  the  situation  now  that  the  national  economy  has  im- 
proved; and  now  that  a  lot  of  the  States  and  cities  have  surpluaea. 
The  administration  believes  they  can  do  it,  and  we  need  to  get  rid 
of  these  programs  in  order  to  help  our  budget  situation. 

Mr.  Manton.  You  heard  the  questions  of  Mr.  KaAJorski  relating 
to  his  specific  region  being  severely  impacted  by  the  lack  of  eco- 
nomic progress. 

Secreta^  Pierce.  You  asked  me  what  was  the  rationale.  I  gave  it 
to  you. 

Mr.  Manton.  So  what  you're  saying  is  that  the  rationale  was  to 
eliminate  all  economic  development  programs,  regardless  of  the 
merits  of  a  particular  program. 

Secretary  Pierce.  Local  economic  development  programs  were 
going  to  go  and — 

Mr.  Manton  [continuing].  Local  economic  programs  are  per  se 
not  going  to  be  handled  by  the  Federal  Government  any  more? 
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Secretary  Pierce.  That's  right.  It  is  thought  that  the  State  and 
local  governments  handles  wlmt  these  programs  currently  do. 

Mr.  Manton.  Thank  you,  Mr.  Secretary.  Thank  you. 

Chairman  Gonzalez.  Mr.  Canpier. 

Mr.  Carper.  Thank  you,  Mr.  Chairman. 

rd  like  to  welcome  the  Secretary  to  our  committee  today  and 
thank  you  for  your  testimony.  I  appreciate  the  difficulty  of  your  job 
and  your  desire  to  remain  a  team  player,  but  we've  got  a  tough  job 
here  in  t^ing  to  work  in  a  cooperative  spirit  to  begin  redfucmg 
budget  deficits. 

I  share  your  concern  and  that  of  this  administration  over  what 
the  failure  to  do  so  will  likely  do  to  our  economy.  And  Fd  like  to 
try  to  work  in  a  constructive  way  to  reduce  those  deficits. 

Secretary  Pierce.  Fine. 

Mr.  Carper.  I  appreciate  specially  your  response  to  Mr.  Lun- 
dine's  questioning  about  your  recognition  that  there  is  a  need  for 
housing  for  low-income  people  in  this  countxy. 

On  page  4  of  your  testimony,  you  note  mat  the  moneys  in  the 
pipeline  will  add  about  207,000  new  families  to  those  who  are  now 
being  assisted. 

Can  you  give  me  some  idea,  just  in  real  rough  terms  of  what  vou 
perceive  or  what  does  your  Department  perceive  to  be  the  need  at 
this  time? 

Secretary  Pierce.  The  need  of  people  who  could  use  housing? 

Mr.  Carper.  Uh-hum. 

Secretary  Pierce.  Well,  the  best  we  have  is  what  we  call  a  worst- 
case  basis,  which  really  was  developed  by  Senator  Gam's  commit- 
tee, and  on  the  basis  of  a  worst-case  basis,  there  are  2.8  million 
fiemilies  that  need  housing.  So  roughly  we're  talking  about  helping 
2.8  million  families  above  the  number  we  are  helping  now. 

Mr.  Carper.  Roughly,  1  out  of  10  families  at  worst-case? 

Secretary  Pierce.  Well,  I  don't  know  what  1  out  of  10  is— 2.8  mil- 
lion families. 

Mr.  Carper.  1  out  of  14. 

Secretary  Pierce.  I  don't  know  that.  I'll  just  give  you  the 
number,  2.8  million. 

Mr.  Carper.  All  right.  We  will  accept  that  as  not  an  unreason- 
able number.  I  think  there  is  an  inclination,  certainly  on  my  part, 
and  I  think  on  the  part  of  many  of  my  colleagues 

Secretary  Pierce.  Incidentally,  I  might  say  that  OMB  gives  a 
worst  case  basis  at  600,000. 

Mr.  Carper.  All  right.  That's  gives  us — in  any  event,  we  know 
that  the  need  is  greater  than  what  is  being  proposed  for  assistance 
here. 

I  think  that  the  members  of  this  committee  are  going  to  say  that 
the  need  is  somewhere  between  600,000  and  2.8  million,  and  we 
want  to  do  something  to  help  them  more  than  what  is  proposed  in 
the  adminstration's  budget.  Realizing  your  desire  to  be  team 
player,  we're  still  going  to  be  obligated  under  our  budget  law  to 
recommend  to  the  Budget  Committee  what  we  think  should  be  in- 
cluded in  our  budget  resolution  for  housing  programs.  It  won't  be — 
I  can  tell  you  right  now,  it  won't  be  the  roughly  $1  billion  or  $2 
billion  that  is  proposed  in  new  budget  authority  for  fiscal  year 
1986.  It  may  not  be  $18  billion  or  $19  billion  either,  as  H.R.  1  would 
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propose,  but  it  may  be  pretty  close  to  what's  in  the  budget  for  this 
year — an  appropriation  of  about  $11  billion  or  so. 

What  would  be  real  helpful  for  me,  perhaps  for  other  members  of 
the  committee,  is  to  get  a  sense  from  you  on  where  we  might  put 
our  priorities.  And  I  know  this  may  not  be  an  easy  question  for 
you,  but  we're  going  to  have  to  establish  some  priorities,  and  we're 
going  to  have  to  say  where  we're  going  to  put  the  money  and 
where  we're  not.  I  am  prepared  to  just  go  down  the  list  and  maybe 
you  can  say,  low,  lower,  or  lowest,'  but  I  need  some  assistance  there. 

Secretary  Pierce.  You  put  me,  indeed,  on  a  spot,  but  if  jrou're 
going  to  do  something  anyway  on  priorities,  I  would 

Mr.  Carper.  Yes,  we're  going  to  do  something  anyway,  so  you 
mav  as  well 

Secretary  Pierce  [continuing].  I  would  like  the  vouchers  to  come 
back  in,  and  that  I  think  would  be  very  helpful  to  a  considerable 
number  of  people — if  you're  going  to  do  something  anyway. 

Mr.  Carper.  Again,  we're  going  to  probably  be  submitting  some- 
thing closer  to  what  is  appropriated  this  year.  The  voucher — as  I 
recaU,  the  voucher,  currently,  we're  spending  about  $600  million, 
$700  million  for  vouchers.  If  we  decided  to  come  in  and  fund  that 
at  the  same  level  again,  that's  still  going  to  leave  us  about  $10  bil- 
lion that  we're  going  to  build  into  the  budget.  In  terms  of  where  we 
shouldn't  spend  the  money,  maybe  that's  a  better  way  to  ask  the 
question,  rather  than  say  where  should  we  spend  it,  where  should 
we  not  spend  it? 

Secretary  Pierce.  Well,  I  will  get  arguments  on  this  too»  but  I 
would  say  things  like  the  solar  enerr^  and  the  section  312  rehabili- 
tation programs.  I'd  say  areas  like  that.  But  again,  everybody  has 
their  own  way  of  approaching  things  and  evaluating  them,  but  that 
would  be  my  thinking. 

Mr.  Carper.  OK.  bo  you've  mentioned  solar.  You  don't  believe 
the  solar  bank  is  a  particularly  good  way  to  spend  tiiat  appropria- 
tion. 

Secretary  Pierce.  Yeah,  I  think  it  should  be  out.  I  also  think  that 
the  312  Rehabilitation  Loan  Program  should  be  out. 

Mr.  Carper.  All  right.  Can  you  point  to  some  others  where  you 
think  that  we  absolutely  should  not  be  spending  the  money? 

Secretary  Pierce.  Well,  I'd  rather  not.  I  picked  out  a  couple 
there,  and  where  I  thought 

Mr.  Carper.  It  would  be  real  helpful,  as  we  approach  the  time 
for  actually  constructing  our  legislation  to  have  HuD's  assistance. 
I  don't  know  who  is  the  person  to  give  us  the  information,  but  if 
they  can  just  wink  and  nod  or  give  some  kind  of  signal.  It  certainly 
would  be  helpful  to  not  be  building  this  budget  without  a  bit  more 
participation  from  you  and  your  Department. 

Secretary  Pierce.  Well,  I  think,  in  time,  if  your  committee  and 
the  Congress  start  to  increase  the  budget,  which  apparently  may 
happen,  there  will  be  a  time,  I  think,  for  further  discussions. 

Mr.  Carper.  Good.  One  last  question  before  my  time  expires. 

On  lead  based  paint,  and  this  may  be  something  that  you're  not 
intimately  familiar  with,  perhaps  someone  who  is  with  you  is,  but 
as  I  understand,  last  summer,  your  Department  published  some 
proposed  rules  regarding  the  elimination  of  lead  paint  from  public 

»using.  I  suspect  just  about  everybody  on  this  committee  has 


Digitized  by  VjOOQIC 


2767 

people  living  in  our  jurisdiction  where  young  children,  generally 
under  the  ages  of  6  have  consumed  lead  paint,  and  as  a  result  suf- 
fered brain  damage,  which  they  will  carry  with  them  for  the  rest  of 
their  lives.  I  understcmd  that  there  are  rules  that  exist  today  that 
require  the  removal  of  lead  paint  from  buildings  where  cMldren 
could  be  brain  damaged  by  ingesting  it.  I  understand  that  there  are 
proposed  rules  to  change  that,  so  that  instead,  we  wouldn't  be  re- 
quired or  the  public  housing  authorities  wouldn't  be  required  to 
correct  that  situation  until  we  had  incidences  of  children  showing 
up  with  levels,  in  some  cases  dangerous  levels,  of  lead  in  their 
blood.  And  basically,  waiting  till  after  children  have,  I  think,  been 
brain  damaged,  before  we  move  to  correct  the  situation.  That 
causes  me  a  great  deal  of  concern.  And  Fm  hopeful  that  someone 
can  tell  me  what  the  status  is  of  that  proposed,  I  guess  it's  a  ruling 
or  regulation,  and  how  we  plan  to  proceed. 

SeCTetary  Pierce.  We've  been  working  with  that  for  sometime. 
I'll  let  my  general  counsel  speak  to  that. 

Mr.  Knapp.  What  we  published  last  summer,  I  believe,  was  not  a 
proposed  change.  It  was  not  a  proposed  rule.  It  was  technically 
what  we  call  an  advance  notice  of  proposed  rulemaking.  What  it 
did  was  solicit  comments  in  response  to  a  number  of  questions 
about  the  current  lead-based  paint  regulations,  in  terms  of  differ- 
ent directions  in  which  changes  might  be  proposed,  but  it  did  not 
at  that  time  propose  any  changes  to  the  rules,  nor  have  we  yet  ac- 
tually proposed  any  change  to  the  current  lead-based  paint  rules. 

Mr.  Carper.  What  do  you  plan  to  do  next? 

Mr.  Knapp.  What  we  plan  to  do  next  is  to  evaluate  the  com- 
ments which  we  received,  which  were  fairly  extensive — a  great 
deal  of  it  was  scientific  data  of  the  kind,  frankly,  that  we  have 
some  difficulty  in  dealing  with  ourselves — and  ultimately  proposing 
some  form  of  changes  in  the  rules  or  modifications  in  the  current 
lead-based  paint  rules,  probably.  Possibly  staying  with  what  we 
have.  But  at  this  time,  we  really  haven't  formulated  any  proposed 
changes. 

Mr.  Carper.  Well,  I  would  hope  you  would  lean  towards  staying 
with  what  you  have,  and  I  would  ask,  if  you're  inclined  to  do  some- 
thing different,  if  you  would  just  give  me  the  courtesy  of  a  conver- 
sation, that  we  might  further  discuss  it,  I  would  appreciate  that 
very,  very  much. 

Mr.  Knapp.  Certainly. 

Mr.  Carper.  Again,  Mr.  Secretary,  thank  you  for  your  testimony 
today,  and  we'll  look  forward  to  trying  to  work  in  a  cooperative 
spirit  with  you. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  Schumer. 

Mr.  Schumer.  Thank  you  very  much,  Mr.  Chairman,  and  thank 
you,  Mr.  Secretary.  I  am  sure  you  look  forward  to  these  hearings 
every  year,  and  I'm  glad  you  waited  around  for  me  to 

Secretary  Pierce.  Are  you  the  last  one?  [Laughter.] 

Mr.  Schumer.  They  always  save  me  for  last.  [Laughter.] 

Secretary  Pierce.  The  clock  says  12:30.  I  have  got  a  bad  cold.  I 
hope  we  can  get  finished. 

Mr.  Schumer.  I've  got  a  bad  cold,  too,  Mr.  Secretary. 
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I  want  to  try  to  keep  my  questions  on  a  factual  basis,  with  one 
exception,  because  I  know  you're  a  good  teamplayer,  but  I  just 
want  to  try  to  express  to  you  and  get  your  comments  on  how  some- 
one like  me  feeLs.  We  came  here  together,  you  as  Secretary  of 
HUD,  and  me  as  a  freshman  Congressman.  And  each  year  that 
you've  testified  before  us,  you've  said,  ''Look,  I'm  a  good  team 
player.  We  have  to  reduce  the  deficit.  And  I  want  to  do  my  share/' 
And  we've  seen  assisted  housing  go  down  from  $30  billion  to  $6  bil- 
lion, and  indeed,  it  is  the  largest  overall  cut  of  the  social  programs 
in  4  years. 

Well,  I  would  feel  some  consolation,  if  the  deficit  were  going 
down,  and  if  all  the  other  programs  were  being  cut,  even  if  not  cut 
as  much  as  HUD.  But  what  happened  is  that  the  deficit  went  from 
$60  billion  to  $180  billion.  It  has  not  been  reduced.  Next  year, 
whatever  we  do  with  HUD,  the  deficit's  going  up  another,  at  best, 
$10  billion  and  much  more  likely  $30  billion  or  $40  billion.  And 
each  year  we  cut,  cut,  cut,  until  we  have  almost  no  cutting  left  in 
housing,  to  reduce  the  deficit.  I  have  got  to  think  that  what  you're 
being  part  of,  and  I  suppose  indirectly  in  Congress  what  I'm  being 
part  of  is  not  a  real  move  to  reduce  the  deficit,  but  simplv  a  move 
to  change  the  priorities  in  this  country  and  get  the  Federal  Govern- 
ment out  of  the  housing  business,  regardless  of  the  deficit  Because 
the  deficit  isn't  going  down.  Caspar  Weinberger  yawns,  and  that 
makes  up  for  all  the  cuts  we've  made  in  housing. 

This  year's  President's  budget  is  just  like  that.  It  cuts  social  and 
domestic  programs  by  about  the  same  amount  as  it  increases  de- 
fense and  deficit  reduction  is  not  the  rationale.  So  the  Question  I 
have,  do  you  really  think  when  you  follow  your  orders,  which  I  re- 
spect, and  the  PreBident  makes  his  decisions,  that  it's  done  in  the 
name  of  deficit  reduction,  after  4  years?  The  first  year  I  believed  it 
And  the  second  year  I  began  to  get  skeptical,  but  1^  now— we're 
not  reducing  the  deficit.  You  know  it  and  I  know  it  We're  increas- 
ing defense  spending,  reducing  taxes  as  a  percentage  of  GNP,  and 
we're  eliminating  social  programs  from  the  map  of  America.  Now 
that's  some  people's  priority.  It  sure  isn't  mine,  and  I  wonder  if  it's 
yours? 

You  don't  have  to  comment,  if  you  don't  want  to. 

Secretary  Pierce.  Well,  I  don't  mind  commenting. 

Mr.  ScHUMER.  OK. 

Secretary  Pierce.  I  do  believe  we're  going  to  have  to  reduce  our 
budget,  we  re  going  to  have  to  fight  the  deficit  problem.  I  do  believe 
that.  I  believe  that  with  all  my  heart.  The  question  is.  Where 
should  the  cuts  be  made?  And  that's,  as  I  said,  a  call  made  by  the 
President,  in  the  last  analysis,  before  the  budget  comes  up  here. 
The  final  call,  of  course,  is  made  by  Congress. 

Mr.  ScHUMER.  Well,  it's  made  in  compromise,  because  the  Presi- 
dent can  veto  whatever  we  do.  So  it's  really  a  give  and  take. 

Secretary  Pierce.  You're  right.  And  he  will 

Mr.  ScHUMER.  He  does.  He's  not  afraid  of 

Secretary  Pierce.  If  it  goes  too  far  out  of  the  way,  he  will  veto  it 

Mr.  ScHUMER.  But  all  I'm  saying  is,  the  deficit  has  tripled  in  the 
5  years  you've  been  coming  here.  Your  face,  your  expressions 
reveal  and  your  tone  reveals  that  you  don't  like  these  cuts,  but 
you're  being  a  good  soldier  and  doing  your  share.  But  the  defikdt 
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goes  up,  not  down.  I  don't  see  any  light  at  the  end  of  the  tunnel,  do 
you? 

Secretary  Piercb.  Well,  I  certainly  hope  so.  I  really  believe  this 
has  to  be  done,  and  I  think  we're  going  to  have  to  face  this.  I  don't 
know 

Mr.  ScHUMER.  Well,  you've  been  facing  it  admirably. 

Secretary  Pierce.  Tliere's  no  doubt  about  it. 

Mr.  ScHUMER.  You  know,  from  that  perspective  you  have,  from 
$30  billion  to  $6  billion,  you've  been  facing  it,  but  no  one  else  is.  I 
mean,  maybe  our  country  would  be  a  lot  better  off,  if  you  and 
Caspar  Weinberger  switched  positions.  [Laughter.] 

Secretary  Pierce.  I  don't  know  about  that.  I  may  be  caught  like 
Caspar.  You  know,  they  used  to  call  him  ''Cap  the  Knife,"  because 
he  cut  everything? 

Mr.  ScHUMER.  Yeah. 

Secretary  Pierce.  He  doesn't  do  that  now,  does  he?  [Laughter.] 

Mr.  ScHUMER.  He  doesn't.  That's  why  I  hope  there's  a  switch. 
[Laughter.] 

We'd  cut  the  Defense  budget,  and  we'd  have  some  housing  again. 

Let  me  ask  a  couple  of  substantive  questions,  just  on  some  issues 
that  I'd  like  to  get  your  opinion  on. 

One,  my  colleague  from  Staten  Island,  Guy  Molinari,  has  been 
pushing  l^islation  which  allows  an  economic  mix  in  public  hous- 
ing, middle-class  and  low-income  families  together.  In  New  York 
City,  at  least,  our  experience  has  been,  when  there  is  a  mix,  the 
housing  lasts  longer  and  everybody  does  better,  the  very  poor  and 
the  middle  income  alike,  they're  role  models,  et  cetera. 

It  seems  to  me  that  given  HUD's  view  for  public  housing  owner- 
ship, homeownership,  you  know,  to  try  and  privatize  this  public 
housing,  that  there  be  even  more  of  an  imperative  to  have  a  mix 
from  an  economic  as  well  as  social  point  of  view. 

Do  you  have  any  position  on  Congressman  Molinari's  bill? 

Secretary  Pierce.  No,  I  haven't  actually  read  it  yet. 

Mr.  ScmjuoBR.  I  would  ask  you  to.  I  think  it  has  nothing  to  do 
with  the  economic  problems  that  you  face  in  balancing  the  budget, 
or  whatever.  And  it  could  do  a  lot  of  good  in  terms  of  public  hous- 
ing throughout  the  country. 

So,  if  we  might,  could  we  leave  the  record  open,  Mr.  Chairman, 
and  have  the  Secretary  respond  to  Congressman,  the  good  Con- 
gressman, Republican  Molinari's  bill? 

Secretary  Pierce.  All  right,  we'll  comment  on  it. 

[At  the  request  of  Congressman  Schumer,  the  following  addition- 
al information  was  submitted  for  inclusion  in  the  record  by  Secre- 
tary Pierce:] 

Response  Received  From  Secretary  Pierce 

The  Department  is  currently  in  the  process  of  reviewing  the  ceiling  rent  proposal 
introduced  by  Congressman  Molinari.  We  expect  to  make  a  statement  on  this  pro- 
posal soon. 

[Subequently,  the  following  letter,  dated  May  10,  1985,  was  re- 
ceived from  Secretary  Pierce  contcdning  comments  on  Congressman 
Molinari's  bill:] 
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US.  DEPARTMENT  OF  HOUSMQ  AND  URBAN  OEVELOPMBIT 

THE  SECRETARY 

WA8HMQTON.  O.C.  20410 

May  10,  1985 

Honorable  Henry  B.  Gonzalez 
Chairman,  Subcommittee  on  Housing 

and  Community  Development 
Committee  on  Banking,  Finance  and 

Urban  Affairs 
House  of  Representatives 
Washington,  DC  20515 

Dear  Mr.  Gonzalez: 

At  the  hearing  of  the  Subcommittee  on  Housing  and  Comminity 
Development  held  on  March  13,  Congressman ^chumer  asked  that  I 
comment  on  the  public  housing  "ceiling  rent"  proposal  introduced 
by  Congressman  Molinari  and  co-sponsored  by  several  other 
members. 

The  provision  to  which  you  refer  is  embodied  in  H.R.  153, 
entitled  the  Public  Housing  Rent  Stabilization  Act.   A  similar, 
but  not  identical,  provision  appears  as  Section  102(a)  of  H.R.  1. 

This  provision  would  restore  the  authority  of  public  housing 
authorities,  which  was  repealed  in  1981,  to  fix  "ceiling  rents" 
in  order  that  higher-income  occupants  of  public  housing  may  pay  a 
lesser  percentage  of  their  adjusted  income  as  rental  contribution 
than  the  30%  otherwise  required  by  Section  3(a)  of  the  United 
States  Housing  Act  of  1937.   Specifically,  it  would  authorize  the 
local  authority  to  establish  an  "appropriate"  rent  for  a  family 
residing  in  a  public  housing  unit.  The  statute  would  prescribe 
no  minimum  amount  of  such  rent,  but  would  provide  that  the 
"appropriate"  rent  for  the  family  could  not  exceed  a  maximum 
amount  that  (1)  is  approved  by  the  Secretary,  (2)  is  not  more 
than  the  amount  otherwise  required  by  Section  3(a),  and  (3)  is 
"based  on  ( i )  the  unsubsidized  monthly  rents  for  comparable 
dwelling  units  in  the  area  involved;  (ii)  the  average  monthly 
amount  of  debt  service  and  operating  expenses  attributable  to 
dwelling  units  of  similar  size  in  public  housing  projects  owned 
and  operated  by  such  agency;  or  (iii)  other  relevant  factors 
approved  by  the  Secretary." 

(The  third  factor  quoted  above  is  as  it  appears  in 
H.R.  153.   In  Section  102(a)  of  H.R.  1,  only  the  "economic  rent" 
factor  described  in  clause  (ii)  above  is  referred  to.   I  take  th« 
H.R.  153  version  to  be  the  later,  now-current  version  of  th« 
proposal,  and  it  is  to  it  that  my  remarks  are  directed.) 
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li^er   this  prm^mtml  as*i»t  • 


he  primt    :i      tfersst  mf  fc^aiiay  assistaaee  psliey   ia  rcecat 
1^:^>^?:!^:  tW  Czeeativc  «b4  Le^i  slat  ire  brmelift*, 

t«   iftr£«-£   LJj    staaee  t«   tkc  avst   bc.c<j,  «*etker  4cfiB0d 
czelssivelj     m   t«rw  «r   iaesBe   lerel   vr  al»«   ia   teraB  af  at^cr 
k««siac  ^Fflfel^B       TkE»  «as  reflc^rrc^tf    :v    L^e  ■%«»ft— ■■!   af   the 
Seetiaa  •  «^  «a«»tT«rti«a  asd   vAfr«t«-kt  at    retc- .  .       ^    iaa 

-:a     «fti«fr  aas  aatiTatcd   la  yttfl  *y  tlM^  «t  :  ^'         :    aftiek 
tli»s«   pi  f  I  —  ,   parxieal  *-:i^  «Mt^ad  «f  r&      >-:^    '    ^tsriar 

partial  af    l^a  aaits  avald  W  -^^rv^irtf  ^  a«s  « ce'i  fas-iir*,    ia 
favar  af  ^*Tr<M    tf^ :-:i'    lity  «.»«iJt«a«v   t^rvatr^  Sect   »^  t 
Ezistiac  ■•■siac  Cartif  ieates    aad  aaai4«rs.     T%c   c*raii :    is 
evidcaeatf  aare  <ireeilj  ^   ttee  a4api:i^     a  iMt   af  Seciiaa   IC  af 
tte  ISai  iaf  Art   af    1»1T,    mm6    :i  Cta^rvaiiaaal 

a*aptiaa  af  preferaaees   for  aAnssiaa   to  assiitart  kania^   ia   1^9 
aad   fartkar    ia   Ittl. 

Tke  acptk    ta  akiek    ikis   tai^atiac   tkrast  kas   yervaaa€  aar 
assisted  kaasiay  palier  eaa  alsa  ke  s^ea   ia   tke  ^y   la  ^iak  tke 
Seaate  Apprapriai    izir   T-i^ar^  M«-^,    far  ezaaple,   kas   «9«irattcta4  tke 
sakjeet.      I*a   ^:    «    itiat  7«t   ir^  fan  liar  vitk   tk«  a9»rfi*c*   t^t 
kas   kcca   fal    .'■.      r?   tkai   '::^^_ttee  «ariac  tke   l«vi    Tea  veara^ 
aae  af  defiaiac    ^^^^   czlcat   »f   ::c  aeetfs   af   tke   *^a«rft±    tut^^*  aai 
ekartiac  a  P«tk  far  vvet  ay  ^^^^    i>««^  »v«r  aa  eiyti-retr 
^riad.      Tke  CaaBattea  4vflae^    ti^e   ''^■vrsi   eas««*    ia  a  asaaer   tkat 
is    siailar    ta   tke  stataiary-  yrefaraBea  praaialaa«  I  aaat   saed 
kef  are:      tkase   fan  lies  Wlav  $Vfe  af  ^ra*  aariliaa  lae^ae  «ka  ara 
liviac  ia  sakstaadartf  aaiis  ajitf  iiaj iaj:  warf  M^  #f  tkrir     veane 
far    reat    far  kave  aa   iiii  —    aa   Iaa  tkat  t»cr  caaaat  affartf   tke 
Sectiaa   •  Ezistiaf  Baasiaf   '*     -    ^-^t*   B*«t   at    *^   -'    iiii  —  I   ar 
aka  are   liviaf   ia   staaaar€   aaits   kat    ^  r«  ^stm:  tkaa   S9tk  af 

tkeir    iirif    far   reat.      It    is   tke  CaaBdttee's  estaaate  af    tke 
a^riker   af    fan  lies    ia   tfeis   eale^orr   raasiaiac  aaserred  akiek  kas 
deteraiaed   tke  Caaaittee's   n  i  laaw  sfli  f   faadiaf   level    far 
iaereaeatal   aaits. 

Tke   faeas   af  aar   las^isri—    kaasiaf  assistaaec  paliry, 
tkerefare,    is   a   rnef if  r-kase<  ^rv^p^m  €i reeled  at   af fardakili tj 
aad    targeted   to   tkase  avst    ia  aeed.     Vatkiaf  raises    tke 
faeilatatal   ^aestiaa   af  kaar  pai^lie  kaasiaf  fits  vitkia   tkis 
stratecT  aare  starklj   tkaa   tke  eeSliaf  reat   ^rapasal. 

I    reea^ixe    tke  desirafei  1  i  tjr  af  aaiataiaiaf  aa  acea^aaejr   ia 
paklie   kaasiaf  kaviaf  a   *'kraad  rma^t  af   iaeaaes,*  as  directed  kf 
fteetiaa  €  af   tke    *ST  Art.      Tliis    is  evideat    ia  Hirs 
a^iaistratiaa   af  fectios   !€,   aKfei-l      ^    .,.    .^.    ^'laeal   eaaMitaaat 
to  attaiaiaf  aa   aeea^aarj  twviaf  a  kraaC    raavr   af   iara— i^  as  a 
kasis    for   a^ittiaf  fwmili^t   kaviiif    i^e— ti>    it    exeess  af   ^VH  af 
area  aediaa    iaeaas    iata   ikc  t'^AAad  M^aidf  pracraBS* 

iaeladiac  Pt^lie  koasiaf.      Ti>t         £^fa«  #tV»7t^   Kaek^s   ranaest    I 
reeeatly  fraated  aa  exr«|>tias    la    tke  ftaa  Taric  City  flaasjaf 
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Authority  from  the  regulatory  limits  on  admissions  of  families 
over  50%  of  area  median  income  into  projects  which  have  opened 
for  occupancy  since  1981.  Under  the  exceptions,  the  Authority  is 
authorised  to  admit  families  whose  incomes  fall  between  50%  and 
80%  of  area  median  income  into  up  to  30%  of  the  units  in  non- 
elderly  projects  and  into  up  to  15%  of  the  units  in  elderly 
projects.  These  exception  levels  are  authorised  until 
September  30,  1985,  at  which  time  we  will  consider  extension  in 
the  light  of  information  regarding  the  impact  of  the  exceptions 
on  very-low  income  families  on  the  waiting  list.   (At  the  same 
time,  I  denied  a  request  for  a  similar  exception  in  the  Section  8 
Existing  Housing  Program.  The  policy  arguments  in  favor  of  a 
broad  range  of  incomes  do  not,  in  my  mind,  apply  to  the  Finders- 
Keepers  program  in  the  same  manner  as  they  apply  to  the  project- 
based  subsidy  programs.) 

However,  I  believe  that  the  ceiling  rent  proposal  goes 
further  than  is  necessary  to  achieve  the  objective  of  maintaining 
occupancy  by  families  having  a  range  of  incomes  across  the  lower- 
income  spectrum.  This  seems  to  me  to  be  at  least  implicit  in  the 
exceptions  request  that  was  made  by  Mayor  Koch  on  behalf  of  the 
New  York  City  Housing  Authority.  More  importantly,  I  believe 
that  the  proposal  is  inequitable  in  that  it  would  grant  a  greater 
degree  of  subsidy  to  higher-income  tenants  than  to  lower-income 
tenants,  and  that  it  is  unduly  prejudicial  to  the  interests  of 
needierAapplicant  families  remaining  on  the  waiting  list. 

Accordingly,  I  oppose  enactment  of  the  ceiling  rent  proposal 
embodied  in  H.R.  153  or  in  Section  102(a)  of  H.R.  1. 

To  elaborate  the  Department's  position  in  further  detailt 

1.   Even  if  a  ceiling  rent  proposal  were  acceptable  in 
principle,  the  "economic  rent"  level  suggested  as  one  criterion 
by  H.R.  153  (and  as  the  only  one  by  Section  102(a)  of  H.R.  1) 
appears  inordinately  low.   It  would  violate  an  historic  principle 
that,  subject  to  "Brooke  Amendment"  ceilings  based  on  percent  of 
income,  higher-income  public  housing  tenants  must,  to  some 
extent,  make  up  for  the  net  loss  suffered  on  rentals  to  lower- 
income  tenants.  Although  these  higher-income  tenants  may  "cross- 
subsidize"  lower-income  tenants,  they  are  still  being 
subsidized.  The  amount  of  subsidy  they  receive  is  equal  to  the 
difference  between  the  rent  they  would  have  to  pay  for  a 
comparable  unsubsidized  unit  and  the  rent  they  actually  pay  in 
public  housing.   (The  next  paragraph  addresses  the  circumstance 
where  the  unsubsidized  rent  is  less  than  the  tenant's  public 
housing  rent.)  Further,  by  basing  the  "economic  rent"  on  an 
authority-wide  average  rather  than  on  a  project  basis,  occupants 
of  newer  projects  with  higher  debt  service  (and  probably  better 
physical  condition)  would  receive  an  even  greater  benefit  than 
occupants  of  older  projects.  Finally,  the  formulation  is 
unworkable  in  any  event,  because  most  authorities  lack  data  from 
which  they  could  relate  authority-wide  operating  expenses,  much 
less  debt  service,  to  unit  size. 
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2.  While  a  ceiling  rent  related  to  the  "unsubsidised 
monthly  rants  for  comparable  dwelling  units  in  the  area"  may 
appear  more  equitable,  this  formulation  also  raises  more  sharply 
the  question  of  the  fundamental  rationality  of  the  proposal.  For 
purposes  of  analysis,  assume  that  the  "unsubsidised  monthly  rents 
for  comparable  dwelling  units"  are  equal  to  the  Section  8 
Existing  Housing  Fair  Market  Rents.  Those  amounts  represent  that 
level  of  rentals  below  which  one  finds  the  rentals  charged  to 
recent  movers  for  45%  of  all  standard  units  in  the  market  area. 

A  family  that  can  pay  the  FMR  with  30%  of  adjusted  income  or  less 
is  a  family  whose  income  is  too  high  to  be  subsidised  under 
Section  8.  What  theory  of  the  purpose  of  public  housing 
Justifies  increasing  the  subsidy  of  a  family  at  this  income  level 
-  or  higher  -  in  order  to  provide  it  an  incentive  to  remain  in 
public  housing  while  needier  families  remain  on  the  waiting  list? 

3.  Further  analysis  of  the  relationship  between  Section  8 
Existing  Housing  FMRs  and  median  incomes  suggests  that  the 
"pricing  out"  effect  of  the  30%  rent- to- income  ratio,  if  it 
occurs  at  all,  is  likely  to  affect  only  the  very  top  of  the 
"lower- income"  range  (i.e.,  at  or  close  to  80%  of  area  median 
income,  if  not  above).   (It  should  be  remembered  that  while  there 
are  statutory  income  limits  on  admissions,  there  are  none  for 
continued  occupancy.   Families  whose  incomes  rise  above  80%  of 
area  median  income  are  not  forced  out  automatically  by  that  fact 
but  only  by  rising  rents.)  While  in  most  areas  a  family  at  80% 
of  area  median  income  can  meet  the  Section  8  Existing  FMR  with 
less  than  30%  of  adjusted  income,  at  65%  of  area  median  income 
that  is  roughly  equally  likely  not  to  be  the  case.  Of  the  56 
metropolitan  areas  included  in  the  American  Housing  Survey,  a 
three-person  family  at  80%  of  area  median  income,  adjusted  for 
family  size,  could  meet  the  Section  8  Existing  FMR  for  a  two- 
bedroom  unit  with  less  than  30%  of  adjusted  income  in  53  areas, 
and  a  three-person  family  at  65%  of  area  median  income,  adjusted 
for  family  size,  could  meet  the  FMR  with  less  than  30%  of 
adjusted  income  in  34  areas. 

4.  It  is  important  to  translate  the  foregoing  data  into 
terms  relating  to  working  families.  The  income  level  of  the 
lowest-paid  working  families  generally  falls  in  the  lower  half  of 
the  band  between  50%  and  80%  of  area  median  income,  not  the  upper 
half.   In  fact,  the  American  Housing  Survey  and  Current 
Population  Survey  data  show  that  many  households  with  incomes 
between  30  and  50  percent  of  area  median  income  have  income  based 
on  earnings  and  two  adults  in  the  family  -  the  traits  conducive 
to  contributing  to  social  and  physical  stability  of  public 
housing  that  are  sometimes  erroneously  described  as  limited  to 
higher  income  families.   If  the  point  at  which  families  tend  to 
be  "priced  out"  of  public  housing  is  where  their  income-based 
rents  become  roughly  equal  to  the  Section  8  Existing  Housing  FMR, 
then  we  can  see  that  this  occurs,  in  most  areas,  at  a  point 
somewhat  above  the  income  level  of  the  poorest  working 
families.   The  ceiling  rent  proposal,  therefore,  is  not  necessary 
in  order  to  achieve  the  objective  of  retaining  occupancy  by  a 
fair  representation  of  working  families. 
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5.   In  fact,  the  foregoing  analysis  suggests  that  if  the 
proposal  is  to  have  any  real  impact,  the  ceiling  rents  might  have 
to  be  set  at  a  level  substantially  t)elow  that  of  the  Section  8 
Existing  Housing  FMRs.   Statements  by  supporters  of  the  proposal 
indicate  clearly  that  its  intent  is  to  reduce  high  turnover 
which,  they  assert,  occurs  in  "areas  where  comparably  priced 
housing  has  been  available  in  the  private  sector"  (statement  by 
Mr.  Molinari,  131  Cong.  Rec.  E246  (January  30,  1985)). 
Achievement  of  this  objective  would  seem  to  require  that  rents 
for  the  higher-income  tenants  be  set  at  levels  below  that  of 
comparable  units  in  the  private  sector.  As  indicated  above,  the 
proposal,  as  written,  clearly  would  permit  public  housing 
agencies  to  do  Just  that,  inasmuch  as  no  minimum  rent  level  is 
stated,  only  a  maximum.   Such  a  result,  of  course,  only  increases 
the  inequity  of  the  proposal,  particularly  in  relation  to  very 
low-income  families  on  the  waiting  list. 

Let  me  sumnarize  my  views.   I  believe  in  the  desirability  of 
maintaining  occupancy  in  public  housing  projects  of  families 
having  a  "broad  range  of  incomes"  across  the  low-income  spectrum, 
including  working  families,  as  demonstrated  by  my  action  on  the 
recent  New  York  City  request  referred  to  above.   I  believe, 
however,  that  that  objective  can  be  achieved  adequately  without 
resorting  to  additional  incentives  to  prevent  families  who  have 
affordable  choices  in  the  private  market  from  making  them.  And  I 
believe  that  to  offer  such  incentives  would  be  to  distort  the 
purposes  of  the  public  housing  program  in  unfairness  to  needier 
families  on  the  public  housing  waiting  list. 

I  request  that  a  copy  of  this  letter  be  added  to  the  record 
of  the  hearing.   I  am  sending  similar  letters  to 
Congressman  Molinari;  to  Congressman  Schumer  and  the  other 
co-sponsors  of  H.R.  153;  and  to  Congressman  McKinney,  the  Ranking 
Minority  Member  of  the  Subcommittee  on  Housing  and  Community 
Development. 

The  Office  of  Management  and  Budget  has  advised  that  there 
is  no  objection  to  the  presentation  of  this  report  from  the 
standpoint  of  the  Administration's  program. 
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Mr.  ScHUMER.  The  second  question  I  had  is,  in  our  H.R.  !«.  we 
have  a  program  that  Fve  had  a  great  deal  of  interest  in,  which  is 
the  Nehemiah  Housing  Program.  As  with  HoDAG,  what  we've 
tried  to  do  is  eliminate  some  of  the  objections  that  you,  correctly,  I 
think,  had  to  the  Section  8  Program.  Incidentally,  the  f^res  that 
were  given  before  on  HoDAG  were  indeed  correct,  and  it  does  not 
include  a  voucher. 

In  other  words,  the  cost  of  vouchers  over  20  years  and  the  cost  of 
HoDAG  is  about  similar.  So  I  take  strong  exception  to  your  testi- 
mony where  you  knock  HoDAG  and  say  vouchers  are  tenific  when 
the  costs  are  virtually  the  same  and  with  HoDAG,  we  get  new 
housing,  and  we  can  target  it  to  neighborhoods  to  help  bring  entire 
neighborhoods  back. 

Secretary  Pierce.  Yes,  but  there's  a  lot  of  other  things  wrong 
with  HoDAG. 

Mr.  ScHUMER.  Well,  OK,  but  that's  not  what  your  testimony 
points  to. 

Secretary  Pierce.  No,  my  testimony,  I  think,  points  to  some  of 
that. 

Mr.  ScHUBCER.  You  said: 

HoDAG  is  an  expensive  way.  We  estimate  that,  overall,  60  percent  of  subsidizing 
market  rate  units,  40  percent  of  subsidizing  lower  income  units,  the  net  effect  is  the 
cost  of  $76,000  to  provide  a  lower  income  HoDAG  unit. 

Now  that  is  an  up  front  grant  but  it's  over  20  years.  Your  vouch- 
er is  $3,500.  With  no  inflation  rise  over  20  years,  comes  to  the  same 
price. 

Secretary  Pierce.  That's  not  with  the  voucher. 

Mr.  ScHUMER.  And  what  you  said  is,  well,  HoDAG  adds  in  vouch- 
ers. It  doesn't.  That  $76,000  includes  the  supplementary  assistcmce. 

Secretary  Pierce.  But  you  have  things  like  this  with  the  HoDAG, 
only  40  percent  of  the  people  who  live  in  those  buildings  qualify  for 
assisted  housing;  60  percent  of  the  units  in  those  buildings  are 
rented  at  market  rates. 

Mr.  ScHUMER.  Yes,  but  they're  subsidizing  the  low-income  people. 
That's  something  you  would  keep. 

Secretary  Pierce.  Someone  could  make  a  million  dollars  and  still 
stay  in  a  HoDAG  building.  And  there  is  also  the  targeting.  The  tar- 
geting is  not  as  sharp  as  I  would  like  it.  But  these  are  different.  I 
mean,  these  are  things  that 

[At  the  request  of  Congressman  Schumer,  the  following  addition- 
al information  was  submitted  for  inclusion  in  the  record  by  Secre- 
tary Pierce:] 

Response  Received  From  Secretary  Pierce 

COST  comparison:  HODAG  AND  VOUCHERS 

HoDAG  subsidizes  a  ''package"  that  consists  of  lower-income  units  with  a  set  rent 
and  market  rate  units  (three-quarters  of  the  HoDAG  units  are  market  rate).  The 
funded  HoDAG  projects  require  an  upfront  subsidy  of  $76»000  to  get  one  lower- 
income  unit  (calculated  by  taking  the  total  cmiount  of  HoDAG  funds  and  dividing  by 
the  number  of  lower-income  units).  However,  the  total  development  cost  to  produce 
one  HoDAG  unit  (either  lower-income  or  market  rate)  is  only  $51,000.  The  differ- 
ence between  the  subsidy  to  the  lower-income  unit  and  the  totaJ  development  cost 
per  unit  indicates  that  some  of  the  HoDAG  subsidy  goes  to  the  market  rate  units. 
Market  rate  units  do  not  subsidize  lower-income  umts. 
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In  contrast,  vouchers  subsidize  lower-income  units  in  the  form  of  annual  rental 
subsidies.  To  compare  an  annual  subsidy  to  an  upfront  subsidy,  the  annual  subsidy 
must  be  converted  to  a  present  value  measure  i.e.,  the  stream  of  payments  over  the 
vears  must  be  discounted  to  the  present.  The  HoDAG  program  requires  that  the 
lower-income  units  remcdn  such  for  20  years,  so  to  be  comparable,  a  voucher  must 
be  discounted  over  20  years  (even  though  its  "life"  is  only  five  years). 

The  present,  value  of  a  series  of  annual  voucher  payments  of  $3,500  (paid  month- 
ly) over  20  years  is  $30,200,  assuming  a  discount  rate  of  10  percent.^ 

Therefore,  the  cost  of  a  lower-income  unit  under  the  voucher  program,  when  cal- 
culated to  provide  the  comparison  with  HoDAG,  would  be  $45,000  less  than  the  cost 
of  a  HoDAG  lower-income  unit. 

HODAG  AND  VOUCHER  COSTS 

The  funded  HoDAG  projects  require  an  upfront  subsidv  of  $76,000  to  obtain  one 
lower-income  unit  for  20  years.  To  allow  a  comparison  with  the  upfront  HoDAG  sub- 
sidy, a  voucher  subsidy,  involving  an  annual  payment  over  a  period  of  years,  must 
be  converted  to  a  present  discounted  value  measure.  The  present  value  of  a  series  of 
annual  voucher  payments  of  $3,500  (paid  monthly)  over  20  years  is  $30,200,  assum- 
ing a  discount  rate  of  10  percent. 

HoDAG  subsidy:  $76,000. 

Equivalent  Voucher  Subsidy:  $30,200. 

Mr.  ScHUMER.  In  your  testimony  before  the  Budget  Committee, 
you  praised  the  HoDAG  Program.  Tm  on  the  Budget  Committee 
and 

Secretary  Pierce.  I  didn't  praise  it. 

Mr.  ScHUMER.  Oh,  I  think  you  did. 

Secretary  Pierce.  No,  no,  no.  No,  no. 

Mr.  ScHUMER.  OK,  well,  I  will  check  that.  But  I  believe  the  writ- 
ten testimony  will  show 

Secretary  Pierce.  I  didn't  praise  HoDAG. 

Mr.  ScHUMER.  Oh,  you  S€dd  it  worked,  but  you  said  it  was  a  1- 
year  attempt  to  deal  with  the  problem. 

Secretary  Pierce.  There  was  more  to  it  than  that.  Read  the 
whole  thing. 

Mr.  ScHUMER.  And  that's  all  you  said.  Til  read  that  testimony 
into  the  record,  and  it  clearly  indicates  that  you  cited  HoDAG  as 
one  of  the  administration's  accomplishments. 

But,  in  any  case,  what  I  would  say  to  you  on  HoDAG,  very 
simply,  is  it  is  a  program  that  almost  everyone  concedes  to  be 
cheaper  and  to  work.  It  is  no  more  expensive  than  vouchers.  And, 
again,  one  wonders  what  commitment  there  is  to  housing  overall 
when  a  program  like  HoDAG 

Secretary  Pierce.  Also,  let's  take  another  thing.  HoDAG  takes 
time  to  build.  With  a  voucher,  you  can  get  people  into  housing  im- 
mediately. 

Mr.  ScHUMER.  You  bet.  But  HoDAG  is  building  new  housing.  A 
voucher  isn't. 

Secretary  Pierce.  That's  3  to  4  years. 

Mr.  Schumer.  HoDAG  is  building  new  housing,  Mr.  Secretary,  as 
you  know.  A  voucher  isn't. 

Secretary  Pierce.  But  the  thing  is  we  don't  need  that  much  new 
housing  on  the  whole  because  we  had  that  study  made  by  the  Rand 


'  That  is,  one  would  need  to  put  $30,200  in  the  bank  in  an  upfront  lump  sum  at  10  perosot 

'^^i *'.  to  assure  having  enough  funds  to  make  monthl^r  payments  of  $3,600  a  year,  each  year 

yean.  If  we  also  assume  a  3  percent  per  year  increase  in  the  voucher  payment,  the 
Mil.  value  over  20  years  becomes  $77,600. 
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Corp.  where  they  say  there  is  no  shortage  of  rental  housmg  nation- 
wide. 

So,  my  God,  we  don't  need  it.  What  do  we  do,  just  build  houses  to 
build  houses? 

Mr.  ScHUMER.  I  think  you  are  in  the  strong  minority  of  a  kind 
that's  left-right  and 

Secretary  Pierce.  No,  you  tell  me.  You  tell  me  a  study  that 
matches  the  Rand  study.  When  you  start  telling  me  facts,  then  I'll 
start  listening  to  you. 

Mr.  ScHUMER.  m  tell  you  facts  right  now,  Mr.  Secretary,  if  I 
have  the  time.  Just  in  the  testimony  that  tiie  League  of  Cities 
made  before  us,  if  someone  could  just  hand  it  to  me,  they  pointed 
to  the  fact  that  there  are  7.1  million  families  living  in  subetiemdard 
housing  and  paying  more  than  30  percent  of  their  income  as  rent. 
That's  m  1980  from  the  census.  Is  that  fact?  Is  Census  OK? 

Secretary  Pierce.  That  is  a  fact  as  you  have  it  but  I'd  have  some 
questions. 

Mr.  ScHUBiER.  The  census. 

Secretary  Pierce.  I'd  have  some  questions  on  how  they  compute 
that,  but  that's  aU  right. 

Mr.  ScHUBiER.  You  asked  me  for  a  fact.  If  you  don't  accept  the 
census,  I  don't  know  what  we  could  accept. 

My  time  has  expired.  I  lust 

Secretary  Pierce.  Do  the  census  people  go  around  and  say,  ''Do 
you  live  in  substandard  housing"? 

Mr.  ScHUBiER.  No,  no,  no,  no,  no. 

Secretary  Pierce.  Is  that  what  happens  with  the  census  people?  I 
didn't  know  they  did  that. 

Mr.  ScHUMER.  Let  me  read  to  you 

Secretary  Pierce.  Is  that  what  happens  with  the  census  people?  I 
didn't  know  they  did  that. 

Mr.  ScHUMER.  Yes,  well,  they  asked  them  if  they  have  toilets. 
They  asked  them  if  they  have  heat.  They  asked  them  if  they  have 
running  water. 

Now  you  may  not  consider  lack  of  those  things  substandard  but 
the  vast  migority  of  Americans  do. 

Secretary  Pierce.  And  that's  the  basis  on  which  they  did  it,  huh? 

Mr.  ScHUBiER.  That's  the  basis.  It's  an  absolute  survey  of  all  of 
America.  And  you  can  stick  your  head  in  the  sand  and  say  it 
doesn't  exist,  but  it  does.  You  may  say  that  the  deficit  takes  a 
hie^r  priority  than  housing  those  people.  That's  a  value  judgment 
and  I  can't  dispute  you  on  that  except  to  say  my  values  are  differ- 
ent. 

When  you  say  that  we  don't  have  a  need  for  housing 

Secretary  Pierce.  No,  I  didn't  say  that.  Wait  a  second.  I  never 
said  we  don't  have  a  need.  It's  a  question  of  how  we  have  to  sacri- 
fice to  jzet  what  I  think  is  an  ultimate 

Bfr.  SCHUMER.  That's  different  from  what  you  just  S€dd  before. 

Secretary  Pierce.  No;  I  never 

Bfr.  ScHUMER.  You  S€dd  we  don't  need  new  housing,  and  that's 
wfav  HoDAG  wasn't  necessary. 

aBcretary  Pierce.  No;  I  didn't.  I  said  that  we  have  enough  rental 
housing  to  handle  the  situation.  If  we  have  a  small  building  pro- 
gram and  rehabilitation  program,  that  will  take  care  of  it. 
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The  thing  I  don't  like  about  HoDAG,  I  don't  think  it's  precise 
enough. 

Mr.  ScHUMER.  In  what 

Secretary  Pierce.  I  think  it  gets  too  many  other  people  into  the 
buildii^  b^ide  poor  people. 

Mr.  ScHUMER.  But  one  of  the  attractions  is  that  it  builds  an  eco- 
nomic mix  and  is  less  expensive.  And  in  many  cases,  the  middle- 
income  people  subsidize  the  poor  people  so  the  Government  won% 
which  helps  with  your  deficit  problem.  You  can't  win. 

I  yield 

Secret€uy  Pierce.  No;  I  don't  think  so. 

Mr.  ScHUMER.  I  can't  win  anjrway. 

Secret€uy  Pierce.  Well,  vou  can't  win 

Mr.  ScHUMER.  That's  K)r  sure.  People  of  my  view  can't  win. 
Ri^t. 

Thank  you,  Mr.  Chairman.  I  yield  back  the  balance  of  my  time. 

Chairman  Gonzalez.  Mr.  Secretary,  there  are  a  couple  of  mem- 
bers of  the  subcommittee 

Secret£iry  Pierce.  Sir,  I've  got  a  bad  cold.  Would  it  be  possible  for 
them  to  send  me  written  questions? 

Chairman  Gonzalez.  I  was  going  to  ask  you,  if  you  were  willing 
to  remain  but  you've  answered  the  question.  I  think  you  have  been 
patient  enough.  You  came  here  at  9:30  promptly.  It  is  now  12:50.  It 
is  reasonable. 

The  only  thing  is  that  on  the  request  of  these  members,  I 
thought  I  would  ask  you  if  you  thought  you  had  enough  time  to 
answer  briefly  their  questions.  But,  obviously,  you  are  restricted. 
And  I  would  suggest  that  the  members  submit  their  questions  for 
the  record. 

Mr.  Vento.  Mr.  Chairman? 

Chairman  Gonzalez.  Yes. 

Mr.  Vento.  Mr.  Chairman,  can  the  Secretarv  come  back  person- 
ally to  answer  our  questions  in  the  near  future? 

Secretary  Pierce.  Oh,  come  on. 

Chairman  Gonzalez.  Of  course,  we  have  invited  the  Secretary. 
In  fact,  even  this  time,  for  a  while  there,  we  thought  mavbe  per- 
haps he'd  be  unable  to  come  in  today.  Then,  in  the  meanwnile»  the 
House  and  the  Senate  decided  to  recess  for  this  entire  week. 

So  we  went  through  our  hearings  because  we  had  asked  numer- 
ous witnesses,  some  who  traveled  good  distances,  and  we  thought 
we'd  go  ahead  and  take  the  risk  of  few  members  showing  up.  mit, 
I'mglad  to  say  many  did. 

What  I'm  saying,  Mr.  Vento,  is  that  we  are  always  very  anxious 
to  have  the  Secretary  come  before  this  subcommittee.  But  we  also 
always  must  recall  that  we  don't  subpoena.  We  invite.  And  that  de- 
pends on  you  try  to  make  the  arrangement  and  if  the  Secretary 
wishes. 

I'm  sure  that  we  will  be  requesting  and  inviting  the  Secretaiy  to 
return  before  the  subcommittee.  But  what  I'm  speakinK  of  has  im- 
mediate pertinency  to  his  ability.  He  may  be  willing,  but  he  may 
feel  quite  unable  to  proceed  at  this  time  and  prolong  his  stay  here 
bey     1  a  reasonable  and  fair  time. 

:  l^  yes,  in  answer  to  your  question,  we  do  intend  to  invite  the 
-etaiy  to  come  before  our  subcommittee.  In  the  meanwhile,  I 
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have  suggested  very  strongly,  and  urged  very  stronffty,  that  we 
submit  our  questions — ^I  am — in  writing  for  the  record  m  time  for 
the  Secretary  to  review  the  transcript  and  modify  and  delete  and 
answer  the  questions. 

I  want  to  thank  you. 

Secretary  Pierce.  I  would  appreciate  that,  Mr.  Chairman,  be- 
cause I've  got  a  very  bad  cold  and  I've  been  here  since  9:30,  and 

Chairman  Gonzalez.  I  appreciate  that  situation  and  I  very  much 
appreciate  vour  presence  and  your  cooperation  with  the  subcom- 
mittee and  hope  you  overcome  the  cold  quickly. 

Secretary  PimtCE.  Thank  you. 

Chairman  Gonzalez.  Thank  you,  Mr.  Secretary. 

The  subcommittee  stands  adjourned  until  tomorrow  morning  at 
9:80  in  this  hearing  room. 

[Whereupon,  at  1:55  p.m.,  the  subcommittee  adjourned,  to  recon- 
vene at  9:30  a.m.,  Thursday,  March  14,  1985,  the  following  mom- 


pnie 


tie  following  additional  questions  were  submitted  to  Secretary 
Pierce  by  Chainnan  Gonzalez  and  members  of  the  subcommittee 
and  appear  along  with  the  responses  of  the  Secretary:] 

QunnoNB  Fbom  Chairman  Gonzalez  to  Sicrbtaby  Pbbce 

Que$tion  1,  Mr.  Secretary,  the  combined  impact  of  the  Administration's  proposed 
10  percent  reduction  in  the  CDBG  program  and  reduction  in  the  urban  share  from 
70  to  00  percent  is  a  standard  urban  grant  reduction  of  28  percent. 

Has  your  Office  of  Policy  Development  and  Research  studied  the  impact  of  this 
proposal  on  all  or  any  of  the  approximate  700  entitlement— urban— communities? 

Mr.  Secretary,  how  many  of  these  cities  have  surpluses  and  how  many  would  re- 
ptBce  the  federal  funds? 

Answer.  The  Office  of  Policy  Development  and  Research  has  not  analvzed  the  re- 
duction in  Community  Development  Block  Grant  funds  and  its  relationship  to  State 
and  local  surpluses  for  each  of  the  entitlement  cities.  It  is  the  case  that  the  com- 
bined effect  of  the  10  percent  reduction  in  CDBG  and  the  60-40  split  in  funds  with 
State  CDBG  (in  order  to  compensate  for  elimination  of  FmHA  rural  development 
programs)  would  reduce  awards  for  each  entitlement  city  by  28  percent.  State  pro- 
nams  would  also  be  reduced  by  28  percent,  reflecting  the  combined  changes  in 
CDBG  and  FmHA.  Overall,  the  Communitv  Development  Block  Grant  program  (for 
States  and  entitlement  cities)  is  being  reduced  by  $847  million.  Funds  for  entitle- 
ment cities  are  reduced  by  $537  million. 

However,  aggregate  surpluses  expected  to  be  available  to  state  and  local  govern- 
ments exceed  theee  reductions.  The  lastest  Treasury  projections'  (March  14,  1985) 
estimate  the  1986  combined  State  and  local  siupluses  to  be  $19.5  billion,  with  other 
estimates  ranging  from  $15.1  to  $21.5  billion.  We  recognize  of  course  that  State  and 
local  {(ovemments  will  not  carry  these  amounts  as  surpluses,  but  will  use  the  fiscal 
capacity  th^  provide  either  to  lower  taxes  or  to  increase  services  in  order  to  keep 
thair  budsets  m  balance.  HUD  is  now  putting  together  an  urban  data  base  which 
will  be  Me  to  track  these  local  fiscal  situations  in  the  fiituro. 

Question  S.  Mr.  Secretary,  the  Administration's  basic  premise  behind  the  proposal 
to  terminate  UDAG  is  that  the  program  does  not  create  or  expand  economic  activi- 
tjr,  it  merely  redistributes.  According  to  Maigaret  B.  Sowell,  Director  of  the  UDAG 
Office  under  the  Reagan  Administration  beitween  1981  and  1984,  the  termination 
ipioires  the  uneven  distribution  and  imbalances  of  the  economic  recovery,  the  lack 
of  rosources  available  to  many  cities,  and  the  positive  mutual  benefits  that  can 
rsmlt  iHien  the  public  and  private  sectors  work  cooperatively  to  carry  out  develop- 
ment projects. 

Hie  bttic  question  is  whether  UDAG  creates  economic  activity  and  jobs  in  dis- 
trssaed  communities  which  wouldn't  happen— does  it? 

Answer.  We  don't  deny  that  the  UDAG  program  stimulates  job  creation  and  in- 
vestment in  Qualifying  aties  which  would  not  nave  occurred  without  the  program. 
llie  1981  evaluation  of  the  program  by  my  Office  of  Polipy  Development  and  Re- 
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search  found  that  80  percent  of  the  actual  jobs  and  87  percent  of  the  actual  private 
investment  would  not  have  occurred  without  the  program,  and  these  percents  have 
probably  improved  following  management  reforms  we  instituted. 

However,  the  basic  issue  is  that  we  must  take  steps  to  reduce  the  Federal  deficit 
To  do  this,  the  Administration  has  made  a  basic  decision  to  eliminate  Federal  fi- 
nancing and  grant  programs  for  local  economic  development.  This,  and  the  fact  that 
overall  improvement  in  the  national  economy  has  generally  resulted  in  improved 
local  economies,  are  the  reason  we  are  proposing  elimination  of  the  UDAG  program. 

Question  3.  Mr.  Secretary,  I  assume  Uie  reduction  in  budget  authority  refiecta  the 
limitation  on  additional  new  construction  units,  included  in  your  chart,  a  greater 
emphasiB  on  existing  units  and  the  elimination  of  tax  exempt  financing  for  puUic 
housing  bonds.  Since  newly  constructed  units  are  to  remain  available  for  low 
income  tenants  for  30  years  and  the  budget  authority  reflects  the  assistance  needed 
for  that  time  period  but  the  contracts  for  vouchers  only  reflect  five  years  of  bud^S^ 
authority  and  the  existing  Section  8  program  reflect  only  15-year  budget  authority, 
would  you  provide  another  chart  for  thiB  committee  showing  the  total  budget  au- 
thority necessary  if  we  were  to  extend  the  voucher  and  Section  8  existing  programa 
for  the  full  30-year  period? 

How  would  the  chart  be  changed  if  Congress  requires  a  return  to  tax  exempt  fi- 
nancing for  public  housing? 

Answer 

Increasing  Contract  Terbcs  to  30  Years 

The  following  chart  shows  the  change  in  the  Housing  debt  calculation  if  all  vouch- 
ers and  existing  units  in  the  pipeline  were  extended  to  a  thirty-year  period.  The 
downward  trend  in  housing  dei>t  would  continue  under  this  scenario-— althou^  (rf 
course,  not  as  sharply  as  before — since  existing  units  and  vouchers  are  less  expen- 
sive than  new  construction,  whatever  the  term. 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
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Failure  to  Enact  Financing  Reform  Proposalb 

A  return  to  tax-exempt  financing,  per  se,  for  public  housing,  would  have  little 
impact  on  the  chart  based  on  1986  Imdget  proposals.  We  assume  that  ¥rhat  was 
really  meant  by  the  question  was  the  impact  on  the  chart  if  the  debt  fbrgiyenesB 
proposals  were  not  enacted.  This  is  displayed  in  the  following  chart 
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SUBSIDIZED  HOUSING  PROGRAMS 
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Question  4-  Mr.  Secretary,  the  Administration's  fiscal  year  1986  bud^  proposes 
to  eliminate  the  housing  programs  of  the  Farmers  Home  Administration  and  give 
HUD  the  responsibility  to  administer  rural  and  urban  housing  programs  in  fiscal 
year  1988.  Please  tell  the  committee  how  effective  HUD's  programs  have  been  in 
the  past  in  serving  rural  areas. 

Answer.  More  than  355,000  housing  units  in  non-metropolitan  areas  have  been 
added  to  HUD'S  inventoryof  assisted  housing  over  the  past  six  years  (FY  1978-Fy 
1988).  For  this  period.  HUD  allocations  to  non-metropolitan  areas  under  the  Section 
8,  Public  and  Indian  Housing.  Section  202  Direct  Lcxeui  and  Section  285  Homeowner- 
ship  Programs  averaged  slightly  more  than  23  percent  of  total  allocations. 

The  new  Housing  Voucher  program  will  be  administered  by  over  2,000  local  PHAs 
in  rural  as  well  as  metropolitan  areas,  so  that  quality  service  already  exists  for  non- 
metropolitan  areas.  To  make  sure  vouchers  work  m  these  areas,  a  Small  PHA/ 
Rural  Area  demonstration  is  underway.  Three  thousand  of  the  FY  1985  voudierB 
wiU  go  to  this  demonstration. 

In  the  FHA  program  over  the  last  four  years  we've  looked  for  additional  wm  in 
which  we  can  nelp  those  living  in  rural  areas.  Some  things  that  we  think  wul  be 
beneficial  include  the  Direct  Endorsement  program  and  the  fees  that  are  now  paid 
to  real  estate  brokers  who  help  bring  lenders  and  homeowners  together. 

The  Direct  Endorsement  Program  should  have  a  significant  effect  on  the  avail- 
ability of  FHA  programs  in  rural  areas  b  v  making  FHA  insurance  more  attractive 
to  commercial  banks.  This  will  be  particularly  helpfiil  in  rural  counties  which  have 
no  S&Ls.  Fifty-seven  percent  of  rllA  single  fanuly  business  now  uses  Direct  En- 
dorsement 

In  addition,  under  the  Direct  Endorsement  program,  loan  correspondents  may 
now  order  appraisals,  prepare  loan  applications  and  dose  loans  on  bdialf  of  Direct 
Endorsement  approvea  lenders.  Because  many  loan  correspondents  ori|dnate  loans 
in  rural  areas,  tnis  change  should  increase  the  program's  i^ility  to  make  FHA  in- 
sured loans  easily  available  in  rural  areas. 
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We  also  have  proposed  reductions  in  the  downpayment  requirements  for  modestly 
priced  homes  and  revised  the  Title  I  regulations  in  ways  wmch  should  increase  the 
effectiveness  of  our  programs  in  non-metropolitan  areas. 

In  1984,  HUD  proposed  rules  to  reduce  the  minimum  downpayment  requirements 
for  properties  with  appraised  values  of  $50,000  or  less.  For  a  home  valued  at 
$50,000,  these  new  requirements  will  reduce  the  minimum  downpayment  from 
$2,000  to  $1,500.  This  should  benefit  families  in  rural  areas,  where  housmg  is  gener- 
ally lower-priced. 

During  1984,  the  Department  published  a  comprehensive  revision  of  the  Title  I 
program  regulations.  These  changes  are  expected  to  increase  the  number  of  loans  in 
the  rural  areas  of  the  Southern  and  Western  sections  of  the  United  States  by 
making  manufactured  home  loans  more  affordable.  The  maximum  loan  for  new 
manufactured  homes  is  being  increased  to  a  higher  percentage  of  the  factory  whole- 
sale cost.  Reduced  downpayment  requirements  will  permit  more  first-time  homebuy- 
ers  to  obtain  a  manufactured  home  loan.  For  the  first  time,  existing  manufactured 
homes,  which  were  not  previously  financed  by  HUD,  can  be  purchased  using  Title  1 
financing. 

Whathas  CDBG  done  for  rural  areas? 

Perhaps  the  best  way  to  answer  this  question  is  to  quote  directly  from  a  report 
prepared  bv  the  National  Association  of  Towns  and  Townships — ^a  public  interest 
group  which  represents  local  government  officials  from  more  than  13,000  small  com- 
munities across  the  country. 

''Based  on  the  information  presently  available,  communities  under  2,500  that 
fated  well  under  the  HUD-adnunistered  (CDBG)  program,  have  received  even  great- 
er benefits  under  the  state  administered  (CDBG)  program.  'These  smaller  communi- 
ties have  increased  their  share  of  total  ffrant  awards,  total  dollars,  percentage  of 
grant  awards,  and  percentage  of  grant  dollars  in  those  states  that  took  over  the 
'small  cities"  (CDBG)  program. .  .  .  small  communities  not  only  made  notable  gains 
in  these  areas  from  1981  (the  last  year  of  HUD  administration)  to  1982,  but  that  the 
trends  continues,  at  least  modestly,  in  the  second  year  of  state  administration." 
"The  number  of  grants  (made  to  cities  of  less  than  2,500)  gained  141  percent  .  .  . 
(this  increase)  represents  the  success  of  many  states  in  encouraging  smfdl  town  par- 
ticipation. 

"State  administration  of  small  cities'  funds  also  resulted  in  substantial  shifts  in 
the  activities  for  which  grant  funds  were  awarded."  The  change  in  program  empha- 
sis from  housing  to  public  facilities  .  .  .  corresponua  to  spending  priorities  that  were 
identified  by  localities  before  the  CDBG  progrcun  was  transferred.  A  study  of  small 
community  development  ne^is  conducted  by  HUD  in  1978  concluded  that  public  fa- 
cilities was  by  far  the  greatest  concerns  of  local  officials." 

As  you  can  see,  the  States  currently  administering  the  program  have  been  able  to 
make  the  program  responsive  to  the  needs  of  their  smaller,  most  rural  communities. 
States  have  worked  deligently  with  local  officials  to  design  programs  that  meet  the 
most  pressing  needs  of  those  communities.  The  states  have  worked  hard  at  reaching 
out  to  the  rural  areas  to  ensure  they  receive  an  equitable  share  of  this  valuable  re- 
source. 

Question  5.  Is  the  Housing  Voucher  Progrcun  effective  in  rural  areas?  Please  tell 
the  committee  how  many  vouchers  have  b^n  issued  in  rural  areas  to  date? 

Answer.  We  are  confident  that  Housing  Vouchers  will  meet  or  exceed  the  record 
of  effectiveness  established  by  the  Section  8  Existing  Certificate  program  in  rural 
areas  over  the  years.  Because  of  our  particular  interest  in  evaluating  Housing 
Voucher  effectiveness  in  rural  areas,  we  designed  the  Smcdl  PHA/Rural  Area  dem- 
onstration that  I  mentioned  earlier.  Approximately  40  PHAs  will  be  invited  to  par- 
ticipate in  this  demonstration.  Increased  opportunities  for  rural  areas  to  appty  for 
rarticipation  in  the  Housing  Voucher  program  may  also  be  provided  when  Regional 
Offices  invite  applications  for  the  portion  of  Housing  Vouchers  they  receive  under 
the  FY  1985  formula  allocation. 

Question  6.  Mr.  Secretary,  last  week  a  number  of  witnesses  representing  organiza- 
tions for  the  handicapped  criticized  the  regulations  proposed  by  the  Department  to 
provide  guidelines  regarding  impermissible  discrimination  against  handicapped. 
Their  basic  criticism  was  that  the  regulations  were  demeaning,  showed  a  lack  or  re- 
spect for  handicapped  people  and  were  basically  a  guide  how  to  discriminate. 

What  steps  do  you  plan  to  take  to  improve  those  regulations  so  that  they  are  as 
enlightened  as  regulations  issued  by  other  federal  agencies? 

Answer.  I  don't  accept  the  suggestion  that  our  proposed  regulations  are  "demean- 
ing," show  a  "lack  of  respect,"  or  are  less  "enli^ptened"  thui  those  of  other  agen- 
cies. The  subject  matter  of  the  504  regulations  is  one  on  which  emotions  can  run 
high,  and  the  balancing  of  competing  interests  in  this  area  can  prove  to  be  very  dif- 
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ficult.  I  appreciate  the  depth  of  conviction  and  the  sensitivity  with  which  the  dis- 
ability community  approaches  these  issues,  and  I  don't  claim  that  our  proposal  was 
perfect,  but  I  bebeve  it  was  more  responstt>le  than  those  critidsms  would  indicate. 

We  received  a  total  of  1,258  comments  on  the  proposed  rule.  Many  of  these  com- 
ments raise  difficult  and  complex  issues,  particiuarly  regarding  the  full  participa- 
tion of  the  mentally  handicapped  in  multifamilv  housing  assisted  by  the  Depart- 
ment. HUD-assisted  housing  is  frequently  owned  by  smaiU  entities,  including  non- 
proHt  organizations,  that  have  little  or  no  experience  in  evaluating  applications  for 
housing  made  by  handicapped  individuals.  We  therefore  consider  it  important  that 
the  regulations  provide  adequate  guidance  to  housing  providers  on  this  subject  that 
would  protect  the  interests  of  the  handicapped  as  well  as  other  tenants  and  owners 
of  HUD-assisted  housing.  The  initial  draft  of  a  provision  dealing  with  this  subject 
which  was  referred  to  in  testimony  before  this  Subcommittee  was  prepared  alter 
publication  of  the  proposed  rule  and  was  prompted  by  the  lar^  volume  of  com- 
ments relating  to  our  definition  of  an  ''otherwise  qualified  handioipped  person"  in 
the  context  of  qualification  for  residency  in  a  multifamily  project.  This  was  the  first 
attempt,  by  us  or  any  other  agencv  to  my  knowledge,  to  deial  with  a  highly  sensitive 
question  not  previously  addressed,  and  we  believe  that  its  resolution  wiU  reouire 
further  open  dialogue  among  HUD,  the  disability  community  and  providers  of  HUD- 
assisted  housing.  We  distributed  this  first  attempt  to  disability  organizations  and  to 
migor  housing  providers,  including  some  large  housing  authorities.  As  you  may 
know,  we  previously  had  made  available  to  all  interested  persons,  free  of  cham, 
our  internal  summary  of  public  comments.  In  fact,  we've  distributed  over  700  copaes 
of  this  comprehensive  55-page  summary.  Furthermore,  our  Section  504  Task  Force, 
comprised  of  high  level  representatives  of  nugor  elements  of  the  Department,  has  on 
two  occasions  met  with  representatives  of  mcgor  disability  organizations.  We've  also 
received  important  and  valuable  comments  from  housing  providers  around  the 
country.  As  you  might  expect,  these  comments  do  not  always  coincide  with  those  of 
the  disability  organizations,  but  we  hope  to  be  able  to  achieve  a  fair  balance  of  these 
competing  interests  in  our  final  rule  that  is  fully  reflective  of  the  mandates  of  Sec- 
tion 504. 

Question  7.  Mr.  Secretary,  with  regard  to  the  Manufactured  Housing  Construction 
Standard  Program,  are  you  aware  that  comi)anies  building  manufactured  housing 
hire,  pay  and  fire  the  inspectors  that  visit  the  plants  to  assure  compliance  with  fecP 
eral  standard? 

How  can  any  inspector  maintain  his  objectivity  under  those  conditions? 

Wouldn't  it  be  better  for  HUD  to  pay  the  inspectors  and  to  assign  them  to  inspect 
plants  on  a  random  rotating  basis? 

Answer.  Inspectors  hired  by  manufacturers  are  used  only  in  those  states  that  do 
not  have  state  inspection  agencies.  In  all  cases,  inspectors  are  conditionally  ap- 
proved bv  HUD  and  their  performance  is  monitored  bv  the  Department's  contrac- 
tor, the  National  Conference  of  States  on  Building  Codes  and  Standards  (NCSBCS) 
to  determine  adequacy  of  oversight  and  uniformity  of  enforcement.  Approval  of  in- 
spectors is  extended  where  performance  is  adequate  and  withdrawn  if  not 

An  average  of  two  inspections  each  year  in  each  factory  are  performed  by 
NCSBCS  teams  to  evaluate  the  performance  of  production  inspectors.  Evaluations 
are  also  made  at  the  headquarters  of  each  Design  Approval  Primary  Inspection 
Agency  and  each  Production  Inspection  Primaiy  Inspection  Agency.  On  the  basis  of 
this  monitoring,  NCSBCS  makes  recommendations  to  extend  approval  or  disqualify 
each  inspection  agency  each  year.  The  Department's  staff  evaluates  these  recom- 
mendations, holds  hearings  as  required,  and  makes  final  determinations  as  to  ap- 
proval or  disqualification.  Although  the  Department  is  always  looking  for  ways  to 
improve  this  system,  we  believe  that  the  present  system  has  proven  effective  in 
maintaining  quality-control  in  the  manufactured  home  factories. 

Q^e8tion  8.  Mr.  Secretary,  how  much  money  would  be  available  from  loan  repay- 
ments in  the  Section  312  Rehabilitation  Program  in  Fiscal  Year  1986? 

Answer.  Approximately  $81.2  million  would  be  available  for  loan  oblisations. 

Question  9.  Are  you  aware  that  under  HUD's  Ener^  Conservation  Standards  for 
Manufactured  Homes,  homes  located  in  snowbound  Lake  Tahoe  are  only  required  to 
meet  the  same  standard  as  those  located  in  Death  Valley?  Does  that  make  sense  to 
you?  What  steps  will  you  take  to  assure  the  enei^  use  of  manufactured  homes  re- 
ceiving FHA  Title  II  insurance  is  no  greater  than  similarly  sized  site-built  homes 
elibible  for  Title  II  insurance? 

Answer.  The  present  standard  uses  a  three-zone  concept,  i.e.,  the  U.S.  is  divided 

into  three  separate  geographic  regions  with  separate  thermal  requirements  for  each 

of  the  three  regions.  Some  cities  differ  considerably  from  the  tjrpical  winter  condi- 

OS  experienced  by  most  other  cities  within  the  region.  To  narrow  the  difierencee 
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would  require  dividing  the  oountiy  into  several  geograi^iic  areas  with  separate  toer- 
mal  reooiremente  for  each  of  the  areas.  In  any  geograi^c  division  there  could 
alwajB  be  isolated  cases  like  Lake  Tahoe  and  Death  Valley,  ^diich  do  not  represent 
the  ^rpkal  winter  conditkms  of  the  region. 

Adopting  a  multisone  ai^roach  would  have  several  drawbadcs.  Manufacturing 
proceases  would  be  disrupted  for  certain  plants  by  requiring  them  to  build  to  re- 
quirements for  multiple  zonea  In  addition,  manufacturers  have  no  control  of  the 
specific  homesite  and  HUD  has  no  enforcement  mechanism  to  ensure  that  homes 
are  located  in  accordance  with  their  thermal  design  criteria  under  the  present 
three  gone  system.  Establishing  a  system  with  more  zones  would  create  a  serious  en- 
foroement  problem. 

The  Secretaiy's  National  Manufactured  Home  Advisory  Council,  home  manufac- 
turers and  retailers  have  endorsed  the  three-zone  concept  because  of  marketing  lim- 
itatioiis,  resulting  in  cost  impacts,  and  to  avoid  disruption  to  manufacturing  prac- 


In  response  to  your  second  question,  considering  the  tightness  of  construction  and 
other  related  factors,  there  is  no  significant  difference  between  the  estimated  energy 
use  of  a  manufactured  home  built  to  Title  n  requirements  and  the  estimated  energy 
use  of  site-built  homes  eligible  for  Title  n  insurance.  The  site-built  home,  to  be  eligi- 
Ue  for  Title  n  insurance,  has  to  conform  to  the  thermal  energy  requirements  as 
specified  in  the  Minimum  Property  Standards  (MPS). 

QuimoNS  Fbom  Congresbman  Lundinb  to  ^csctabt  Pierce 

Question  1.  Section  202  Occupancy  Requirements  (Low-Income  Targeting.  In  1981, 
Conpeas  established  a  national  goal  of  targeting  95  percent  of  the  umts  in  new 
HUDfiubsidized  housing  facilities  to  very  low  income  families.  Recognizing  the  need 
for  flexibility  in  implementing  this  goal,  the  Conference  Committee  which  estab- 
lished the  statute  stated  'The  Conferees,  by  establishing  national  percentage  limita- 
MoDB,  do  not  intend  that  each  lower  income  housing  project  or  each  individual  pro- 
gram be  limited  to  the  specified  percentage."  Despite  a  coUoqiw  last  year  between 
Senators  Gam  and  Hatfield  reiterating  Congressional  intent,  mJD  hiuB  not  revised 
its  rigid  regulation  requiring  that  all  new  Section  202  assistance  be  provided  to  very 
low4ncome  families.  Why? 

Answer.  In  order  to  meet  the  national  goal  of  95  percent  very  low-income  admis- 
sions to  units  first  available  after  CXrtober  1,  1981,  the  Department  established  a 
system  of  allowing  admission  of  families  between  50  and  80  percent  of  median  onl^ 
by  exoeptimi.  Thus,  a  section  202  project  that  has  insufficient  verv  low-income  appk- 
cants  to  fill  its  units  may  request  the  number  of  exceptions  needed  to  sustain  occu- 
pancf.  Bj  restricting  admission  in  general  to  very  low-income  families,  we  build  a 
poor*  of  exceptions  that  can  be  used  by  projects  with  an  actual  need  to  rent  to  fam- 
ilies with  incomes  up  to  80  percent  of  median,  and  to  assist  lower  income  families 
ifi^  have  a  documented  need — for  example,  families  who  are  displaced  by  R^ital 
Rehabilitation  activity.  In  this  way  individual  projects  are  not  bound  by  the  95  per- 
cent requirem^it,  but  may  request  the  actual  number  of  exceptions  required  by 
their  particular  circumstances.  This  system  allows  us  to  assure  that  we  meet  the 
national  requirement  while  directing  \he  exceptions  to  projects  where  it  cannot  be 
met. 

Question  2,  Shared  Housing:  When  HUD  refused  to  provide  rent  subsidies  to  el- 
derly individuals  for  shared  housing  arrangements,  Congresswoman  Mary  Rose 
Oakar  and  I  succesduUy  persuaded  Congress  to  make  minor  technical  changes  in 
the  Section  8  existing  and  moderate  rehabilitation  programs  so  that  elderly  recipi- 
ents of  housing  assistance  could  share  housing  with  elderly  homeowners.  Now  I  see 
that  HUD  has  taken  this  straightforward  change  and  turned  it  into  a  short-sighted 
vehicle  for  cutting  the  budget  by  forcing  both  the  elderly  and  nonelderly  to  double 
up  in  HUD-assisted  multifamily  facilities.  This  is  a  clear  violation  of  Congressional 
intent  What  is  HUD  doing  to  correct  this  misinterpretation? 

Answer.  First,  let  me  say  that  under  the  rule  Uie  Department  has  proposed  for 
shared  housing,  the  option  to  use  shared  arrangements  will  be  totally  voluntary. 
Shared  arrangements  will  be  initiated  only  at  the  request  of  the  households  in- 
volved, and  only  when  the  PHA  and  the  project  owner  is  willing  to  permit  it.  No 
families,  elderly  or  nonelderly,  presently  occuping  units  in  assisted  housing  wiU  be 
asked  to  double-up  in  order  to  keep  their  unit. 

Shared  housing  can  benefit  many  families  who  are  not  elderly  or  handicapped, 
particularly  single-parent  families.  Support  for  shared  housing  has  come  from  advo- 
cates of  women's  concerns  who  see  this  arrangement  as  having  advan  for 
female-headed  households  as  well  as  those  working  in  behalf  of  elderly  int  ^^ 
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addition,  wider  eligibility  will  allow  elderly  families  to  participate  in  intergenera- 
tional  living  arrangements  with  younger  families  and  will  allow  elderly  homeown- 
ers to  rent  sheu^  space  to  younger  families  receiving  Section  8  assistance.  We  do 
not  believe  that  shared  housing  is  barred  by  any  provision  of  the  Section  8  statute, 
nor  do  we  believe  the  statute  limits  eligibility  to  the  elderly.  As  a  matter  of  feci, 
PHAs  have  had  the  discretion  to  permit  shared  arrangements  in  their  projects  since 
at  least  1979.  In  the  Section  8  Existing  and  Moderate  Rehabilitation  programs,  it 
has  been  regulatory  requirements,  not  statutory  provisons,  that  have  prevented 
shared  housing  other  than  specialized  group-home  type  arrangements. 

The  Department  recognizes  that  there  have  been  a  number  of  legislative  propos- 
als on  shared  housing,  some  of  which  were  limited  by  the  legislative  language  to 
single-family  homes  occupied  by  owners,  or  were  otherwise  dSferent  from  the  De- 
partment's proposed  rule.  Sharing  in  multifamily  projects  has  been  contemplated  in 
at  least  one  of  these  bills.  In  introducing  H.R.  6015  (the  Shared  Housing  Rendenoe 
Assistance  Act)  in  March  1982,  Congressman  Roybal  specifically  referred  to  shared 
housing  as  including  "a  multifamily  housing  project'',  although  his  bill  did  envision 
at  least  one  of  the  individuals  in  the  shared  arrangement  being  elderly  or  handi- 
capped. The  definition  of  shared  housing  in  the  Department's  proposed  rule,  which 
does  not  limit  sharing  by  type  of  housing  or  age  of  participants,  is  based  on  a  defini- 
tion used  by  the  National  Shared  Housing  Riesource  Center,  which  has  been  a  na- 
tional leader  in  promoting  the  concept.  We  have  had  a  good  deal  of  public  comment 
on  the  shared  housing  req^ation  and  we  will  be  taking  all  of  it  into  consideration 
in  developing  the  final  rule.  It  is  our  intent  to  structure  the  regulation  so  that  the 
option  is  available  to  those  who  wish  to  use  it,  while  the  right  of  all  tenants  to 
choose  their  living  arrangements  is  respected. 

Question  S.  Congr^ate  Housing:  We  in  Congress  asked  for  an  evaluation  of  the 
Congregate  Housing  Services  Program  by  May  of  1984.  Although  a  draft  report  has 
existed  since  the  middle  of  last  year,  I  understand  that  the  evaluation  remains  in- 
complete and  will  not  be  available  for  several  months.  When  can  we  expect  to  see  a 
final  evaluation  from  your  Department? 

Answer.  HUD  received  the  draft  evaluation  this  month  (March,  1985),  not  last 
year.  During  the  evaluation  period,  interim  reports  were  made  available  to  the  De- 
partment, but  these  were  only  parts  of  the  evaluation,  thus,  overall  condualons 
could  not  be  drawn  from  them.  The  draft  evaluation  is  now  under  Departmental 
review,  and  the  evaluation  results  will  be  considered  in  determining  the  future  di- 
rection of  the  program.  After  our  review  has  been  completed  and  the  evaluation  is 
in  final  form,  it  wQl  be  made  available  to  the  Congress. 

Questions  From  Congressman  Vento  to  Secretary  Pierce 

Question  1.  I'm  aware  that  HUD  has  received  questions,  throughout  this  7  month 
period,  both  by  phone  and  in  writing  from  Amhoist  workers  and  their  labor  organi- 
zation. Have  you  provided  written  substcmtive  responses  to  these  questions?  Please 
provide  the  subcommittee  with  these  responses. 

Answer.  I  understcmd  that  HUD  staff  was  contacted  on  three  occasions  by  Am- 
hoist workers  or  their  union.  Two  phone  calls  were  received  on  October  24,  1984 
from  Amhoist  employee  William  Derry  by  Robert  WulfT  and  David  Sowell  of  the 
UDAG  staff,  and  a  letter  dated  January  16,  1985,  was  received  from  Leo  Walter  and 
John  Hearle  of  District  Lodge  No.  77,  International  Association  of  Machinists.  The 
Department  did  not  respond  in  writing. 

Question  2.  Has  the  Department  initiated  any  contact  with  Amhoist  workers  or 
their  labor  organization?  If  so,  when? 

Answer.  The  Department  did  not  initiate  any  contacts  with  Amhoist  emplQsrees  or 
their  union. 

Question  3.  Has  the  Department  attempted  to  utilize  any  information  from  Am- 
hoist workers  or  their  labor  organization  concerning  the  possible  relocation  of  Jdbs 
and  facilities  that  could  result  ^m  this  UDAG  and  its  significance? 

Answer.  We  did  not  receive  information  from  Amhoist  workers  or  their  union 
that  was  different  from  what  we  received  from  other  sources,  including  your  ofRoe. 
We  utilized  all  of  the  information  received  from  all  sources. 

Question  4.  Have  you  attempted  to  verify  the  information  your  Department  has 
received  from  Amhoist  with  workers  or  the  worker's  labor  organization?  If  so, 
when?  Please  provide  this  subcommittee  with  documentation  to  support  your 
answer  to  this  question. 

Answer.  As  indicated  in  response  to  a  previous  question,  HUD  staff  did  not  initi- 
ate any  contacts  with  Amhoist  workers  or  their  union.  We  did  not  attempt  to  utilise 
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the  emplogrBeB  or  their  unioo  as  a  sooroe  of  verification  of  iiilbrmation  received  firom 
other  aources. 

Quettiam  S.  What  is  the  methodology  b^ng  used  in  this  investigation?  When  was 
it  adopted  and  who  approved  it? 

Answer.  The  "methodology"  used  is  the  normal  application  review  and  inquiry 
process  used  to  detennine  these  and  other  rdevant  facts  regarding  UDAG  applica- 
tioos.  It  relies  on  written  inquiries,  telephone  inquiries,  aixl  £Bioe-to-fiBice  meetungs 
with  sources  in  possession  of  the  material  focts.  There  was  no  special,  unique  meth- 
odology created  or  approved  for  this  matter. 

Queifiom  S.  Has  the  Department  initiated  or  sustained  consultation  with  this 
Mwnher  of  Congress  or  his  staff  concerning  the  scope  oi  its  Section  119(h)  investiga- 
tion, the  construction  of  the  questicMis  ocmtained  in  Mr.  Finkle's  letter  of  Febmarj 
11,  or  anv  other  rdevant  details  of  its  Section  119(h)  investigation?  Hease  be  specif- 
ic Provide  any  written  correspond^ice  or  records  to  verify  such  HUD  initiatea  con- 
sultation. 

Answer.  HUD  staff  did  not  consult  with  you  or  your  staff  regarding  the  construc- 
tion of  the  questions  contained  in  Deputy  Assistant  Secretary  Fink's  letter  to  Am- 
hoist  dated  Februarv  11,  1985.  However,  HUD  staff  and  your  <^ce  have  been  in 
contact  continually  during  the  course  oi  this  matter. 

As  I  undostand  it,  HUD  agreed  to  hold  back  delivery  of  the  grant  agre^nent  to 
the  grantee  iidule  you  and  your  staff  were  seeking  satisfactory  assurances  from  Am- 
hoist  directly.  This  was  raised  in  a  telephone  conversation  between  Mr.  Judge,  of 
your  staff;  and  UDAG  Review  Officer  Wulff  on  October  26,  1984,  and  was  raised 
again  in  a  call  between  the  same  two  persons  on  November  19.  HUD  willingness  to 
hold  back  delivery  of  the  grant  agreement  pending  receipt  of  a  satisfactory  response 
to  your  letter  to  Amhoist  dated  November  15,  1984,  was  confirmed  by  Mr.  Wulff  on 
November  21.  After  you  received  Mr.  Nassau's  response  dated  November  28,  Mr. 
Wulff  advised  Mr.  Judge  that  HUD  would  submit  a  grant  agreemoit  for  execution 
to  the  aty  of  Wilmington. 

I  understand  that  there  was  no  further  communication  about  the  matter  until 
Amhoist's  armouncement  on  January  11,  1985,  that  the  St  Paul  production  lines 
would  dose  at  the  end  of  Bfarch.  On  January  17,  1985,  Deputy  Assistant  Secretary 
Finkle  arxl  UDAG  Development  Director  Sowell  met  with  you  in  your  office.  You 
delivered  them  your  letter  of  that  date  addressed  to  me,  and  you  expressed  your 
concern  that  HUD  take  a  serious  look  at  the  evolving  situation,  which  Mr.  Fmkle 
assured  you  we  would.  Between  then  and  early  Bfarch,  there  were  a  considerable 
number  of  caUs  made  from  your  office  to  either  Mr.  Finkle  or  Mr.  Sowell  regarding 
the  status  oi  HUD'S  ongoing  review  of  the  matter.  Information  furmshed  W  your 
office,  or  with  the  letter  dated  February  8,  1985,  from  you  and  Congressman  St  Ger- 
main aixl  Gonzalez,  was  reviewed  closely  and  utilized  extensive]^  during  our  in- 
quiry. 

Question  7.  Why  didn't  Secretary  Pierce  substantively  respond  to  my  August  24, 
1984  letter  alerting  Secretary  Pierce  to  a  possible  violation  of  Section  119(h)  before 
this  grant  was  awarded  in  October  1984? 

Answer.  As  Fm  sure  you  recognize,  I  refer  a  great  deal  of  correspondence  to  dif- 
ferent offices  within  the  Department  for  direct  reply,  particularly  when  it  involves 
discrete  projects  or  similar  matters  as  opposed  to  broader  policy  matters.  In  this 
case,  I  asked  the  Office  of  Community  Planning  and  Development  to  respond  to 
your  letter  of  August  24.  In  your  letter,  you  asked  that  our  review  of  two  bending 
ai^lications  for  assistance  to  an  Amhoist  plant — from  Wilmington,  North  Carolina, 
and  a  city  in  Alabama — "include  an  investigation  as  to  whether  these  prqiects 
would  violate  the  provisions  of  Section  119(h)/'  Deputy  Assistant  Secretary  Dodge 
replied  on  Sentember  25,  1984,  assuring  you  that  the  application  review  Vill  in- 
clude a  careful  investigation  of  the  possible  relocation  of  jobs  from  St  Paul/' 

Question  &  As  of  this  date,  March  18,  1985, 1  have  still  not  received  a  substantive 
response  to  my  August  24,  1984  letter.  Did  the  Department  make  a  Section  119(h) 
determination  prior  to  awarding  this  UDAG  in  October  1984?  Why  didn't  you  com- 
municate the  result  of  this  Section  119(h)  determination  to  me? 

Answer.  The  Department  did  make  a  Section  119(h)  determination  regardins  the 
Wilmington  application  before  granting  preliminary  approval  in  October  1984.1  un- 
derstand that  Uie  determination  was  included  in  we  project  file  that  was  xeroxed 
by  a  member  of  your  staff  on  October  26,  1984.  Subsequently,  as  a  result  of  conver- 
sations with  your  staff,  we  held  up  delivery  of  the  grant  agreement  to  the  grantee 
pending  Amhoist's  response  to  your  letter  to  Mr.  Nassau  dated  November  15,  1984. 
Clearly,  therefore,  you  were  aware  of  the  nature  of  our  determination.  Nevertheless, 
I  agree  that  we  i^ould  have  informed  you  of  the  determination  directly  promptly 
after  it  was  made,  and  I  apologize  for  our  not  having  done  so. 
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Question  9.  Did  the  Department  receive  any  information  from  Amhoist  pnor  to 
October  4th  1984,  which  indicated  that  Amhoist  planned  to  discontinue  its  St  Ptuil 
crane  production  operation  at  any  time  in  the  future?  What  was  the  nature  of  that 
information?  When  did  the  Department  receive  this  information?  Please  provide 
this  information  to  the  subcommittee. 

Answer.  Yes.  We  were  advised  that  Amhoist  intended  to  discontinue  at  some 
point  the  crane  product  lines  being  produced  in  St.  Paul,  and  that  it  was  likely  that 
there  would  be  a  closing  of  the  St  Paul  production  lines.  The  timing  of  this  antici- 
pated closing  was  not  described  at  that  time.  It  was  also  described  as  unconnected 
with  the  Wilmington  facility,  which  was  being  sought  to  accommodate  a  dedaion  to 
concentrate  on  new  product  lines  involving  principally  large]>sized  cranes.  I  under- 
stand that  this  indication  of  a  later  closing  in  St  Paul,  whidi  was  taken  into  ac- 
count in  the  Department's  first  Section  119(h)  determination  with  respect  to  the 
Wilmington  grant,  was  conveyed  to  HUD  staff  in  a  telephone  conversation  oo  Sep- 
tember 12, 1984. 

Question  10,  Mr.  Secretarv,  during  the  subcommittee  hearing  Mr.  Jeff  FInkle 
steted  that  HUD  officials  had  discussed  this  UD  AG  less  frequently  with  almost  Am- 
hoist officials  than  Mr.  Finkle  had  discussed  this  UDAG  with  mv  staff.  Please  pro- 
vide this  subcommittee  with  a  description  of  the  meetings  and  conversatioos  be- 
tween HUD  employees  and  officials  of  Amhoist.  Please  indude  tibe  date,  idaoe,  par- 
pose  and  subjects  of  the  meeting  or  conversation  between  Department  empl^fses 
and  Amhoist  officials. 

Answer.  I  believe  that  the  question  to  which  Mr.  Finkle  responded  referred  to 
meetings  that  he  had  held  with  Amhoist  officials,  not  meetings  ii  other  HUD  staff. 
The  meetings  or  discussions  held  between  HUD  staff  and  Amhoist  officials  are  as 
follows: 

September  11,  1984.  Telephone  call  between  HUD  UDAG  Review  Officer  ThiHgen 
and  Amhoist  General  Counsel  Johnson  regarding  number  of  jobs  (25-80  supervisofy 
employees)  and  equipment  to  be  transferred  to  Wilmington. 

September  12,  1984.  Telephone  call  between  Thiltgen  and  Johnson  regarding 
rumors  of  layoffs  to  occur  in  St.  Paul  facility. 

November  21,  1984.  Telephone  call  between  UDAG  Review  Officer  Wulff  and  Am- 
hoist Vice  President  Faulkner.  Wulff  advised  Faulkner  that  HUD  would  hold  up  de- 
livery of  grant  agreement  to  Wilmington  pending  Amhoist  response  to  OongrsMman 
Vento's  letter  dated  November  15, 1984. 

February  15,  1985.  Meeting  at  HUD  Headquarters  with  UDAG  Development  Di- 
rector Sowell,  UDAG  Review  Officer  Wulff,  Amhoist  General  Counsel  J<mn8on  and 
Wilmington  official  Wood.  Meeting  was  held  at  the  reouest  (rf  Amhoist  to  discuss 
extent  of  detail  HUD  expected  in  Amhoist's  response  to  Deputy  Assistant  Secretary 
Finkle's  Februanr  11,  1985  letter  to  Amhoist  President  Nassau. 

March  8,  1985.  Telephone  conversation  among  Amhoist  President  Nassau  and 
General  Counsel  Johnson,  HUD  General  Counsel  Knapp,  and  UDAG  Development 
Director  Sowell,  rerarding  proposed  production  schedules  at  Wilmington. 

Bfarch  19,  1985.  Meeting  at  HUD  among  HUD  General  Counsel  Knuip,  UDAG 
Development  Director  Sowell,  UDAG  Program  Director  Newman,  and  Amhoist  G«ierBl 
Counsel  Johnson.  Topic  of  discussion  was  stetus  of  ArahoisTs  pfons  for  ftiture  pro- 
duction of  St.  Paul  products  and  preduction  plans  for  Wilmington. 

March  28,  1985.  Meeting  at  HUD  between  Amhoist  General  Counsel  Jcdmaon, 
UDAG  development  Director  Sowell  regarding  restrictive  covenants  to  be  added  to 
UDAG  Grant  Agreement. 

March  29,  1985.  Meeting  at  HUD  among  General  Counsel  Knapp,  Deputy  Aarist- 
ant  Secretarv  Finkle,  UDAG  Program  Director  Newman,  UDAG  Development  Di- 
rector Sowell  and  Amhoist  General  Counsel  Johnson  regarding  restrictive  covenant 

April  12, 1985.  Meeting  at  HUD  among  Secretary  Pierce,  General  Counsel  Knapa 
Deputy  Assistant  Secretary  Finkle,  Amhoist  President  Nassau  and  General  Oounstt 
Johnson,  and  representotives  of  Wilmington  and  Senator  Helms'  office.  General  dis- 
cussion of  Amhoist's  plans  for  St.  Paul  and  Wilmington  fadlities,  and  oov<enanlB 
proposed  by  HUD. 

I  understand  that  there  were  additional  telephone  conversations  during  Blarcfa 
and  April,  mostly  including  Mr.  Finkle  or  Mr.  Knapp,  for  which  th^y  have  no  list- 
ing. 

Question  11.  I  am  aware  that  members  of  my  staff  have  met  or  coversed  with  Mr. 
Finkle  four  times:  1)  On  January  17,  my  staff  participated  in  a  meeting  in  my  office, 
2)  On  February  8,  my  staff  hand  delivered  my  letter  to  Mr.  Finkle's  office,  a  very 
short  conversation  ensued.  3)  On  March  6,  my  staff  waited  in  Mr.  Finkle  s  outer 
office  to  receive  the  HUD  February  11,  1985  letter  to  Amhoist,  Amhoisfs  rssponse 
and  memo  from  Amhoist  concerning  documents  sent  to  the  Department  on  Fsbru- 
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axy  8,  1985.  Mr.  Finkle  did  not  speak  to  my  staff  nor  would  Mr.  Finkle  leave  his 
office.  4)  On  March  12,  my  staiff  hand  delivered  my  response  to  Mr.  Finkle's  March 
11th  letter.  My  staff  accidently  ran  into  Mr.  Finkle  in  the  hall.  There  was  no  sub- 
stantive discussion  at  this  meeting.  Has  there  been  other  contact  between  my  staff 
and  Mr.  Finkle?  Please  be  specific. 

Answer.  I  understand  that  Mr.  Judge,  of  year  staff,  has  had  a  number  of  tele- 
I^ione  conversations  with  Mr.  Finkle,  and  there  also  have  been  a  number  of  conver- 
sations regarding  the  status  of  the  matter  between  your  staff  and  our  Office  of  Leg- 
klation  and  Coi^ressional  Relations. 

Question  12,  When  will  the  Department  make  its  final  decision  concerning  the 
Wilmington,  N.C./Amhoist  UDAG? 

Answer.  HUD  forwarded  an  amendment  to  the  Grant  Agreement  to  the  City  of 
Wilmington,  North  Carolina,  on  April  17,  1985.  This  constituted  our  decision  with 
remct  to  compliance  with  Section  119(h). 

Question  IS.  It  is  my  understanding  that  the  UDAG  division  has  prepared  a  memo 
on  the  Wilmington,  ^f.C./Amho]St  UDAG  for  the  General  Counsel.  Is  this  true? 

What  conclusions  or  recommendations  are  contained  in  that  memo? 

What  material  facts  relevant  to  this  specific  UDAG  were  identified  in  this  docu- 
ment? In  other  words,  what  factors  of  this  specific  UDAG  were  identified  in  this 
memo  as  crucial  for  the  consideration  of  the  General  Counsel? 

Please  provide  this  memo  and  any  memo  prepared  by  the  General  Counsel's  office 
ooneeming  this  UDAG. 

Answer.  I  understand  that  the  "memo"  to  which  you  refer  was  prepared  on  Janu- 
ary 15,  1985,  and  was  merely  a  summary  chronology  of  events  to  that  point.  It  did 
not  attempt  to  identify  or  anal3rze  critical  factors,  and  in  fact  it  was  not  forwarded 
to  the  Geroral  Counsel  because  it  quickly  became  outdated. 

Question  H,  Mr.  Secretary,  at  5:00  pm  Monday,  March  Uth,  I  received  a  letter 
from  Mr.  Jeff  Finkle  asking  me  for  additional  information  concerning  my  opposition 
to  this  specific  UDAG.  On  March  12th,  I  responded  to  that  letter.  This  letter  re- 
viewed my  correspondence  with  you  during  the  last  7  months,  restated  my  concerns 
about  this  grant  and  answered  the  specific  questions  raised  by  Mr.  Finkle. 

It  is  most  disturbing  to  receive  a  letter  requesting  further  infomation  almost  two 
weeks  after  the  date  on  which  HUD  had  pledged  to  issue  its  final  decision  concern- 
ing this  ^XBnt.  It  indicates  to  me  that  either  Uie  Department  intended  to  delay  the 
final  decision  past  the  date  of  your  testimony  before  this  subcommittee  or  that  on 
March  11th,  the  Department  was  still  gathering  information  upon  which  to  make 
that  decision. 

Why  didn't  the  Department  meet  its  February  28th  decision  deadline? 

Was  the  Department  still  gathering  information  on  this  UDAG  as  of  March  11? 

Is  the  Department  still  gathering  information  on  this  UDAG  as  of  this  date? 

'9fhy  wasn't  the  Department  able  to  gather  all  the  information  it  needed  to  make 
its  final  decision  on  this  UDAG  prior  to  the  February  28th  deadline? 

Answer.  At  the  meeting  in  your  office  with  members  of  your  staff  on  January  17, 
1965,  members  of  the  HUD  staff  gave  February  28  as  an  estimated  date  by  which 
th^  expected  to  conclude  their  review  of  material  cdready  in  hand  and  further  in- 
formation still  to  be  requested.  We  did  not  make  a  decision  by  February  28  simply 
because  we  were  not  yet  satisfied  that  our  understanding  of  the  situation  was  com- 
plete. We  continued  to  probe  and  analyze  the  information  we  received  and  what  it 
amounted  to  in  terms  of  whether  or  not  Amhoist's  plans  for  the  Wilmington  facility 
foprcaontod,  to  any  extent,  a  "relocation"  of  the  St.' Paul  operations.  As  you  know,  I 
met  personally  with  the  Amhoist  chief  executive,  and  with  Wilmington  officials,  as 
kfte  as  April  12,  1985,  and  only  reached  my  final  determination  on  the  issue,  and 
how  to  resolve  it,  after  that  meeting. 

Question  15,  (a)  It  is  my  understanding  that  the  written  application  for  a  UDAG 
grant  requires  that  the  applicant  to  indicate  whether  the  UDAG  grant  would  result 
m  relocation.  Is  that  correct? 

(b)  If  the  applicant  indicates  that  a  specific  UDAG  will  facilitete  relocation,  is  the 
apidication  automatically  rejected? 

(c)  In  order  to  remain  within  the  requirements  of  Section  119(h),  what  other  fac- 
ton  must  the  department  consider  when  evaluating  a  UDAG  application? 

Cd)  Is  it  the  policy  of  the  Department  to  deny  a  uDAG  application  if  the  Depart- 
ment determines  that  a  UDAG  will  facilitete  the  relocation  of  a  plant  or  ite  facili- 
ties and  the  relocation  will  have  a  substantial  adverse  effect  on  the  impacted  com- 


(e)  How  does  the  Department  verify  the  applicant's  estimate  of  the  number  of  jobs 
to  be  relocated? 
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(f)  What  sources,  in  addition  to  the  applicant  and  the  developer,  does  the  Denut- 
ment  contact  to  verify  the  estimate  of  the  number  of  jobs  to  be  relocated?  What 
unique  insight  or  ability  does  such  source  have  to  verify  such  repnoBcntatkmitf 

Answer.  You  are  correct  in  your  understanding  regarding  the  arolicatioii  form. 
Question  2(g)  of  the  form  asks:  ^'Will  the  proposed  project  result  in  toe  relocation  of 
industrial  or  commercial  facilities  from  one  jurisdiction  to  another?"  It  calls  for  a 
"Yes"  or  "No"  answer. 

The  application  is  not  automatically  rejected  if  the  answer  to  questioii  2(sd  is 
"Yes."  Section  119(h)  permits  a  project  to  be  funded  notwithstanding  that  it  will  fo- 
cilitate  a  relocation  if  the  Secretary  "finds  that  the  relocation  does  not  rignifjcantly 
and  adversely  affect  the  umployment  or  economic  base  of  the  area  from  which  the 
industrial  or  commercial  plant  or  facility  is  to  be  relocated." 

If  we  determine  both  that  a  project  will  faciliate  a  relocation  and  that  the  ntooh 
tion  will  have  a  significant  and  adverse  effect  on  the  area,  then  of  oouna  it  it  our 
policy  to  denv  the  application.  That  is  what  the  law  requires.  As  a  matter  of  peUcgr, 
as  I  explain  further  in  response  to  your  next  question,  I  prefer  to  avoid  fUndiiur  any 
project  that  will  involve  any  relocation  at  all,  without  reaching  the  question  wneth- 
er  there  is  a  "significant  and  adverse"  effect  on  unemplovment  or  ^>fffffH?mic  base. 

If  there  appears  to  be  a  potential  relocation  involved— whether  from  the  response 
to  question  2(^)  or  from  other  information  either  inside  or  outside  the  applicraon— 
then  the  precise  manner  in  which  our  further  investigation  will  be  conaucCed  will 
depend  on  the  factual  situation.  Our  first,  most  direct  source  regarding  number  of 
jobs  to  be  relocated  is  the  employer  itself.  We  also  contact  local  TOvemmental  offi- 
cials in  the  community  where  tl^  current  facilities  are  located.  We  do  not  ha;ve  a 
hard,  pre-set  checklist  of  whom  we  will  contact  or  sources  of  verification  on  which 
we  will  rely. 

Question  IS.  Section  119(h)  spedficallv  provides  that  a  UDAG  may  be  granted  de- 
spite the  fact  that  the  UDAG  will  faciUtate  the  relocation  of  fsdlities  only  if  ".  . . 
the  Secretary  finds  that  the  relocation  does  not  significantly  and  adversely  afibct 
the  unemployment  or  economic  base  of  the  area  .  .  ."  Obviously,  this  is  a  most  im- 
portant determination. 

(a)  What  factors  does  the  Secretary  consider  when  evaluating  whether  a  grant 
will  violate  the  "significant"  and  "adverse"  finding  pursuant  to  Section  119(h)7 

(b)  Does  the  Department  have  any  procedures,  eitner  written  or  unwritten,  nHiieh 
govern  this  determination? 

(c)  Does  the  Department  have  any  written  or  unwritten  guidelines  which  it  uses 
to  make  this  determination?  For  example,  is  there  a  level  of  job  loss  below  nHkieh 
the  Department  routinely  finds  that  there  is  no  significant  or  adverse  effect  vpoa 
the  area? 

(d)  How  does  the  Secretary  make  the  significant  and  adverse  findin|^ 

(e)  How  does  the  Department  verify  the  Secretary's  determination  uiat  the  reloca^ 
tion  associated  with  a  specific  UDAG  either  will  or  will  not  result  in  "significant 
and  adverse"  economic  consequences  for  the  area? 

(0  What  other  sources,  in  addition  to  the  applicant  and  the  develcnwr.  is  contacled 
by  the  Department  in  order  to  verify  whether  the  impact  of  a  spednc  UDAG  is  sig- 
nificant and  adverse? 

Answer.  Furst,  let  me  say  that  as  a  policy  matter,  I  prefer  to  avoid  having  even  to 
reach  this  question  of  determining  whether  or  not  an  effect  is  "significant"  Based 
on  the  legislative  history  of  the  development  of  Section  119(h),  I  oelieve  that  the 
principal  purpose  of  the  'unless"  clause  is  to  permit  the  funding  of  a  relocation  to  a 
distressed  area  from  a  non-distressed  area — for  example,  into  a  central  dty  finom  a 
suburban  area,  which  was  an  example  specifically  mentioned  in  the  mark-iq> 
debate.  When  the  relocation  is  from  one  distressed  area  to  another,  my  pdicy  is  to 
refuse  to  grant  preliminary  approval  unless  the  project  can  be  structurea  in  audi  a 
way  as  to  preclude  any  possibility  of  relocation.  For  example,  in  the  Amhoist  situar 
tion  itself,  although  we  were  alreeuly  well  past  the  preliminaxy  amxroval  stage,  I  in- 
sisted on  an  amendment  to  the  grant  agreement  which  eflectivelV  would  preduds 
activities  which  would  cause  the  project  to  become  a  "relocation  to  any  extent  I 
did  that  without  considering  separately  whether  the  adverse  effect  on  St  Pluil  of 
any  such  "relocation"  that  might  result  from  that  project— that  is,  the  production  in 
Wilmin^n  of  cranes  previously  produced  in  St  Faul  as  part  of  the  normal  oper- 
ation of  the  St  Paul  facility— would  be  significant. 

What  I  have  just  descriMd  is  my  policy  as  it  has  evolved,  particulaxiy  as  a  rssult 
of  recent  controversies  involving  Section  119(h).  Notwithstanding  this  pdUcy  nHiieh 
guides  my  ultimate  decision,  the  UDAG  staff  attempts  to  assemble  data  wnkh  will 
permit  a  finding  to  be  made  as  to  whether  a  relocation  will  "significantly  and  ad- 
versely affect  the  unemployment  or  economic  base"  of  the  metropolitan  area  from 
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which  the  facility  is  being  relocated.  The  data  is  listed  on  page  11  of  the  UDAG  Ap- 
plication Review  Form.  Tlie  data  are: 

Population;  Total  Employment;  Unemployment  Rate;  Population  srowth  lag/de- 
cline; Job  lag/decline;  Poverty  level;  Per  Capita  Income;  Anticipated  Jobs  to  be  Lost; 
Anticipated  Taxes  to  be  Lost;  and  Other  relevant  factors  or  statistics. 

In  addition  to  the  above  specifically  listed  data,  the  staff  reviewer  generally  notes 
on  the  form  the  impaction  and  distress  rank  of  the  affected  area. 

An  additional  and  significant  factor  which  is  noted  on  the  review  form  and  which 
is  given  serious  consideration  when  a  finding  is  bein^  considered  is  the  nature  of 
any  comments  on  tiie  potential  impact  of  the  relocation  by  the  local  government. 

The  staff  does  not  have  written  or  unwritten  guidelines  for  making  the  determi- 
nation, such  as  quantitative  threshold  levels  of  significance.  The  dinering  sizes  of 
cities  and  areas  make  use  of  uniform  numerical  thresholds  impracticable.  Further, 
as  was  indicated  in  the  recently  published  policy  statement  regarding  speculative 
projects,  there  are  other  factors  which  could  impact  upon  the  threshold  level,  such 
as  whether  there  had  been  a  pattern  of  job  loss  from  the  area  that  required  consid- 
eration of  cumulative  impact  rather  than  an  isolated  relocation. 

QueBtion  17,  Questions  16  and  17  ask  the  Department  to  respond  to  general  policy 
questions.  These  two  questions  are  not  case  specific.  Instead,  they  seek  to  have  the 
Department  describe  its  policy  in  making  its  Section  119(h)  determination.  Please 
provide  this  subcommittee  with  information  that  demonstrates  how  the  policy 
stated  in  response  to  questions  16(aXbXcXdXeXf)  and  17(aXbXcXdXeXf)  was  followed  in 
the  Wilmington,  N.C./Amhoist  UDAG.  Please  provide  this  information  for  both  Sec- 
tion 119(h)  determinations,  i.e.  the  Section  119(h)  determination  made  previous  to 
the  October  1984  grant  announcement  and  the  Department's  more  recent  review/ 
investigation  of  the  specific  UDAG. 

Answer.  As  you  asked,  I  will  address  separately  the  initial  determination  made  at 
the  time  of  preliminary  approval  and  the  subsequent  actions  which  led  to  amend- 
ment of  the  grant  agreement. 

The  Wilmington  application  answered  "No''  to  question  2(g).  However,  there  were 
other  indications  in  the  application  that  triggered  a  Section  119(h)  inquiry.  The  ap- 
plication indicated  that  25  new  jobs  would  be  transferred  from  other  locations.  In- 
quiry made  of  Amhoist  disclosed  that  these  25  positions  were  to  be  supervisory  em- 
ployees transferred  from  St.  Paul.  The  application  also  indicated  that  equipment 
would  be  transferred  from  other  locations.  A  substantial  portion  of  this  equipment, 
principaUy  generic  metal  fabricating  equipment,  was  to  be  transferred  from  St. 
Paul. 

This  information  required  further  inquiry  as  to  (1)  whether  a  "relocation"  within 
the  meaning  of  Section  119(h)  was  involved,  and  (2)  if  so,  whether  the  relocation 
would  have  a  "sigiificant  and  adverse"  effect  on  the  unemployment  or  economic 
base  of  St.  Paul.  The  factors  specified  by  the  Application  Review  Form  were  exam- 
ined, and  contacts  were  made  with  the  Director  of  Economic  and  Community  Devel- 
opment and  the  Mayor  of  St.  Paul,  as  well  as  with  the  office  of  the  Governor  of 
Biinnesota.  The  Developer  submitted  supplementary  materials  to  its  application,  in- 
dicating that  the  objective  of  the  Wilmington  project  was  expansion  of  manufactur- 
ing capability  to  accommodate  larger  cranes  than  those  produced  in  St.  Paul.  The 
St  Paul  facility  was  described  as  unsuitable  for  this  purpose  because  of  its  lack  of 
direct  seaport  access  and  its  inadequate  material  handling  capability. 

HUD  also  became  aware  during  this  inquiry  that  Amhoist  likely  would  close  its 
St  Paul  production  facility  at  some  point.  However,  that  intention  was  linked  to 
both  a  decline  in  mid-size  crane  orders  and  a  plan  to  discontinue  the  existing  St. 
Paul  product  lines  in  any  case.  There  was  no  suggestion  made  that  any  production 
of  St.  Paul  products  would  be  transferred  to  Wilmington  as,  in  effect,  a  supplement 
to  the  new  products  planned  to  be  produced  there. 

Based  on  the  foregoing,  a  determination  was  made  that  the  transfer  of  25  supervi- 
sory employees  would  not  have  a  significant  adverse  effect  on  St.  Paul,  and  that  no 
further  relocation  was  involved.  Tms  determination  was  made  in  September  1984, 
before  preliminary  approval  of  the  grant,  and  appeared  further  supported  by  Am- 
hoist's  response  to  vou  dated  November  28, 1984. 

On  January  11,  1985,  Amhoist  announced  termination  of  its  crane  assembly  oper- 
ations in  St.  Paul.  This  information,  plus  press  reports  suggesting  that  other  Am- 
hoist facilities  might  assume  St.  Paul's  crane  production  andyour  letter  to  me  dated 
January  17, 1985,  led  to  Deputy  Secretary  Finkle's  letter  to  Amhoist  dated  February 
11,  1985.  Separately,  Amhoist  production  planning  schedules  for  the  Wilmington 
plant  were  furnished  to  HUD  with  the  letter  of  February  8  from  you  and  Congress- 
men St  Germain  and  Gonzalez.  Amhoist  responded  to  the  Finkle  fetter  on  February 
22;  the  information  contained  in  that  letter  was  supplemented  in  a  number  of  tele- 
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phone  conversations  and  meetings  with  Amhoist  officials,  up  to  and  indikHng  my 
meeting  with  Mr.  Nassau  and  others  on  April  12. 

The  conclusion  of  this  inquiry  was  that  while  the  Wilmington  facility  was  planned 
primarily  for  new  products  not  previously  produced  at  St  Paul  or  anywhm  else, 
Amhoist  also  planned  to  shift  to  Wilmington  any  future  orders  for  tnditioiial  St 
Paul  products  that  could  not  be  completed  at  St.  Paul  prior  to  April  1, 1986.  In  mid- 
April,  the  orders  of  this  type  that  were  on  hand  were  the  two  orders  referred  to  in 
Mr.  Nassau's  letter  dated  February  22,  1985. 

After  examining  these  facts,  I  concluded  that  if  Amhoist  shifted  to  Wilmington 
the  assembly  of  any  traditional  St.  Paul  products,  then  the  Wilmington  prcnect 
would  amount  to  a  relocation"  of  St.  Paul  facilities  to  that  extent  I  concluded  uiat 
production  in  Wilmington  of  new  generation-  models,  or  of  locomotive  cranes  pro- 
duced in  St.  Paul  as  a  temporary  expedient  following  closing  of  another  plant, 
would  not  amount  to  a  "relocation"  within  the  meaning  and  intent  of  Section 
119(h).  Accordingly,  I  insisted,  as  a  condition  of  release  of  the  UDAG  f^inda,  on  an 
amendment  to  tfie  grant  agreement  prohibiting  Amhoist  from  nwimnMing  in  the 
Wilmington  facility  crane  models  previously  assembled  at  Amhoist's  St  Paul  fisdli- 
ty  as  part  of  the  normal  operations  of  the  St  Paul  facility.  With  Uiis  assurance,  I 
believe  that  no  ''relocation  within  the  meaning  of  Section  119(h)  is  fJBcilitated  hy 
the  Wilmington  UDAG  grant. 

I  am  furnishing,  together  with  this  response,  comes  of  Mr.  Pinkie's  letter  dated 
February  8,  Mr.  Nassau's  response  dated  February  22,  and  the  recent  amenifanont  to 
the  Wilmington  grant  agreement 

Question  18.  In  addition  to  the  $4  million  UDAG  the  Amhoist  Wilmington  facS^ity 
is  also  going  to  receive  $750,000  in  Small  City  C.D.B.G.  funds.  The  dty  of  Wilming- 
ton has  CDbG  entitlement  status  and  therefore  is  not  eli^le  to  participate  in  the 
Small  Cities  program.  Amhoist's  Wilmington  facility  is  located  within  the  dty  Umits 
of  Wilmington.  Under  what  authority  is  New  Hanover  County  allowed  to  use  Small 
Cities  C.D.B.G.  funds  to  assist  a  for-profit  operation  within  an  entitlement  communi- 
ty? 

(a)  Did  the  Department  grant  New  Hanover  County  or  the  State  of  North  Caroli- 
na a  waiver  prior  to  the  announcement  of  the  small  cities  CDBG  grant? 

(b)  What  authority  exists  for  the  Department  to  grant  this  waiver? 

(c)  Have  there  been  previous  examples  where  Small  Cities  C.D.B.G.  f^inds  have 
been  used  within  an  entitlement  community  to  assist  a  for-profit  operation?  Pkaie 
provide  the  specifics  of  these  instances. 

(d)  Does  the  Department  have  a  written  policy  on  this  matter? 

Answer.  No  waiver  was  necessary.  The  grant  was  made  to  the  State  of  North 
Carolina,  which  distributed  grant  funds  to  Hanover  County  as  an  eligible  redpient 
under  the  State's  Program.  The  project  is  located  in  an  area  recenUy  annfwmd  by 
the  City  of  Wilmington,  but  the  (>)unty  had  determined  that  benefits  would  aceuxe 
to  the  County.  The  permissiblity  of  block  grant  expenditures  in  an  area  outside  the 
jurisdiction  of  the  mntee  based  on  such  a  determination  has  long  been  reoQgniaed 
in  the  Community  Development  Block  Grant  program.  The  use  of  ftmds  in  an  enti- 
tlement area  is  specifically  recognized  in  the  regmations  governing  the  HUD-admin- 
istered  Small  Cities  Program  at  24  CFR  570.420(kX3),  and  that  precedent  ham  been 
recognized  in  the  State's  Program.  A  previous  example  occurring  in  the  State's  Pro- 
gram involved  the  expenditure  of  funds  by  Jackson  County,  MLssouri,  fen*  an  eco- 
nomic development  project  located  in  Fenton,  Missouri,  which  was  a  participant  in 
the  St  Louis  County  Urban  Country  grant. 

Question  19.  On  February  8,  Chairman  St  Germain,  Chairman  Gonxales  and  I 
sent  you  a  letter.  Accompanying  that  letter  were  internal  Amhoist  company  docu- 
ments. These  production  planning  documents  show  that  Amhoist  intends  to  produce 
27  cranes  in  Wilmington  which  are  now  produced  at  the  St.  Paul  plant 

(a)  Did  the  Department  ask  Amhoist  to  comment  on  these  documents?  If  so, 
when?  Please  provide  this  subcommittee  with  the  correspondence  between  HUD  and 
Amhoist  concerning  these  documents. 

(b)  Did  the  Department  specifically  ask  Amhoist  to  comment  on  the  two  docu- 
ments entitled  "700  Series  Schedule  'Wilmington'  "  "800  Series  Scheduled  'Wilming- 
ton' "  and  "900  Series  Schedule  'Wilmington' "?  Please  provide  this  subcommittee 
with  the  correspondence  concerning  these  three  documents. 

Answer.  The  production  planning  documents  were  discussed  with  Amhoist  offi- 
cials on  several  occasions,  tlie  import  of  the  production  plans  are  as  stated  in  re- 
sponse to  Question  17.  To  the  extent  that  the  models  listed  on  the  schedules  were 
models  previously  assembled  in  St  Paul  as  part  of  the  normal  operations  of  the  St 
Paul  facility,  their  assembly  in  Wilmington  is  prohibited  by  the  recent  amendment 
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to  the  grant  agreement  There  is  no  correspondence  between  HUD  and  Amhoist  re- 
lating to  these  schedules. 

Question  20,  Mr.  Secretary,  is  the  anti-pirating  provision  strong  enough  or  do  you 
need  a  tougher  law  to  prohibit  pirating  of  jobs  from  one  area  to  another? 

Answer.  The  law  is  strong  enough.  It  requires  administrative  interpretation  that 
necessarily  has  to  develop  on  a  case-by-case  basis,  but  I  believe  that  is  necessary  in 
order  to  avoid  overly  rigid  applications  that  could  frustrate,  rather  than  further. 
Congressional  intent.  As  you  know,  there  recently  has  been  considerable  controver- 
sy over  the  application  of  the  statute  to  speculative  projects.  These  raise  a  question 
of  interpretation  of  the  "intended  to  facilitate  a  relocation"  language,  and  they  also 
raise  a  question  about  the  geographic  scope  of  the  term  "area";  for  example,  is  the 
statute  intended  to  restrain  (or,  more  precisely,  to  deny  assistance  to)  a  relocation 
from  one  jurisdiction  to  another  that  renmins  within  the  same  labor  area?  (We 
exempt  relocations  within  a  single  metropolitan  statistical  area,  which  may  be 
smaller  than  a  labor  area.)  However,  the  Ainhoist  matter  did  not  involve  these  more 
difficult  areas  of  interpretation.  The  law  seems  adequate  to  deal  with  situations 
such  as  the  Wilmington  application  for  Amhoist. 

Question  21.  The  Section  119(h)  law  is  absolutely  clear.  The  problem  in  my  judge- 
ment is  that  procedures  or  policies  are  not  in  place  to  ensure  that  it  is  followed. 
How  would  you  modify  the  operations  of  the  DepNEutment  to  satisfy  OMB's  criticisms 
and  my  deep  concerns  about  the  current  and  future  Wilmington  UDAG  relocation 
controversy  and  OMB's  more  general  concerns  about  relocation? 

Answer.  I  don't  believe  that  fundamental  changes  in  procedures  are  required. 
What  we  are  dealing  with  is  an  application  review  process,  which  necessarily  has  to 
proceed  on  a  more  expeditious  basis  than  the  kind  of  formal  investigatory  process 
that  you  would  associate  with  a  compliance  matter.  But  I  think  that  the  Ainhoist 
matter  is  one  where  we  perhaps  should  have  been  more  aggressively  and  more 
imaginatively  alert  to  the  relocation  possibilities  that  were  inherent  in  the  matter 
from  a  practical  point  of  view.  I  would  have  liked  us  to  have  been  as  aware  of  these 
possibilities  in  September  as  we  became  in  April,  so  that  the  conditions  imposed 
through  the  amendment  to  the  grant  agreement  would  have  been  imposed  at  the 
time  of  preliminary  grant  approval. 

Question  22.  Mr.  Secretary,  would  you  provide  this  subcommittee  with  a  written 
explanation  of  the  procedure  used  to  make  Section  119(h)  determinations? 

Answer.  Please  refer  to  my  responses  to  questions  15,  16,  and  17. 

Question  23.  Would  you  provide  this  subcommittee  with  a  list  of  all  the  UDAG 
projects  for  which  a  Section  119(h)  determination  was  made? 

Answer.  We  have  no  list  of  all  projects  for  which  a  determination  under  Section 
119(h)  was  required.  The  listing  set  out  below  is  based  on  the  recollections  of  UDAG 
staff  members  and  a  check  of  the  particular  project  files.  Accordingly,  the  list  is 
probably  not  complete  but  I  believe  it  is  fairly  representative: 

Applicant  City  from  which  facility  relocating 

Sullivan,  Missouri Rock  Hill,  Missouri 

(Newark,  New  Jersey New  York,  New  York 

Lawrence,  Massachusetts Chelmsford,  Massachusetts 

Somerville,  Massachusetts dJambridge,  Massachusetts 

Mullens,  South  dJarolina Morgantown,  North  Carolina 

Baltimore,  Maryland Landover,  Maryland 

Elizabeth,  New  Jersey New  York,  New  York 

Des  Moines,  Iowa Racine,  Wisconsin 

Watsontown,  Pennsylvania Chicago,  Illinois 

Question  24.  Did  HUD  employees  meet  with  Amhoist  officials  to  discuss  Amhoist's 
response  to  the  Department's  February  11,  1985  letter? 

How  many  meetings  took  place? 

What  was  the  purpose  and  subject  of  these  meetings? 

During  any  of  these  meetings  did  HUD  employees  discuss  with  Amhoist  officials 
the  questions  HUD  was  going  to  send  to  Amhoist?  If  so,  did  the  Department  modify 
the  questions  sent  to  Amhoist  on  February  11,  1985  in  response  to  concerns  raised 
by  Ainhoist  officials? 

During  any  of  these  meetings  was  there  discussion  about  the  criteria  used  by  the 
Department  to  find  that  this  specific  grant  would  violate  Section  119(h)? 

During  any  of  these  meetings  did  HUD  employees  discuss  the  type  of  Amhoist  re- 
sponse which  would  satisfy  the  Department's  Section  119(h)  concerns  or  the  type  of 
response  that  would  cause  the  Department  to  find  that  Section  119(h)  had  been  vio- 
lated? 
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What  changes  were  made  to  the  company's  first  draft?  Would  you  provide  the 
Committee  with  a  copy  of  any  different  drafts  and  memos  written  about  this  meet- 
ing? 

Answer.  HUD  employees  met  once,  on  February  15,  1985,  with  Amhoist  General 
Counsel  Johnson  to  discuss  Amhoist's  response  to  the  Department's  February  11, 
1985  letter.  Mr.  Johnson  requested  the  meeting  in  order  to  clarify  the  amount  and 
specificity  of  detail  HUD  was  requesting  in  the  response.  There  was  no  diwruiwrion  in 
advance  of  the  February  11  letter  and  no  modification  of  the  questions  to  be  asked.  I 
understand  that  during  the  February  15  meeting  there  was  no  discussion  of  the 
impact  that  any  of  the  questions  adkcnl,  or  the  responses  that  might  be  made,  would 
have  on  the  determination  of  the  Section  119(h)  issue.  HUD  has  no  knowledge  of 
any  Amhoist  draft  response  other  than  the  final  response  dated  February  22. 

Question  25.  (a)  Has  HUD  been  informed  by  Amhoist  officials  that  the  company 
intends  to  permanently  close  the  St.  Paul  Crane  Manufacturing  operations? 

(b)  When  did  the  Department  receive  this  notification?  Please  provide  any  corre> 
spondence  or  other  HUD  records  which  substantiates  this  answer. 

(c)  Did  the  Department  receive  information,  from  sources  other  than  Amhoist, 
that  the  company  intends  to  permanently  close  the  St.  Paul  Crane  Manufacturing 
operation? 

(d)  From  what  source  and  on  what  date  did  the  Department  receive  this  informa- 
tion? 

Answer.  As  indicated  in  other  responses,  HUD  was  aware  in  September  1984  of 
the  likelihood  of  a  St.  Paul  production  termination  at  some  date.  The  only  written 
confirmation  of  the  closing  is  contained  in  Mr.  Nassau's  letter  dated  February  22, 
1985.  The  Department  was  also  aware  of  previous  press  reports  of  a  possible  plant 
closing. 

Question  26.  Mr.  Finkle's  letter  to  Amhoist  dated  February  11,  1985  asks  the  com- 
pany to  respond  to  eight  questions.  Questions  number  four  and  seven  ask  the  com- 
pany to  describe  the  impact  of  the  Wilmington  plant  in  terms  of  the  location  of 
future  production  of  cranes  traditionally  manufactured  or  traditionally  built  in  St 
Paul 

(a)  Why  is  the  term  "traditionally"  used? 

(b)  In  making  this  Section  119(h)  determination  what  does  the  Department  see  as 
the  significance  of  "traditional"  versus  "non  traditional"  cranes? 

(c)  What  statutory  or  regulatory  authority  supports  this  distinction  between  "tra- 
ditional" and  "non  traditional"  cranes? 

Answer.  The  term  "traditional"  was  used  as  a  shorthand  descriptive  term  that 
appeared  relevant  and  convenient  in  the  light  of  certain  unique  circumstances  re- 
garding Amhoist  and  its  St.  Paul  facility,  it  means  crane  models  previously  aasem- 
bled  at  the  St.  Paul  facility  as  part  of  the  normal  operations  of  the  St.  Paul  facility. 
It  is  intended  to  exclude,  for  example,  locomotive  cranes  that  previously  were  manu- 
factured in  Bay  City  and  were  produced  to  some  extent  in  St.  Paul  following  closing 
of  the  Bay  City  plant  in  1982  as  a  temporary  expedient.  The  St.  Paul  fadlity  was 
not  designed  for  the  handling  of  cranes  or  crane  components  of  this  size,  as  was 
noted  in  Mr.  Nassau's  letter  to  you  dated  November  28,  1984. 

While  Section  119(h)  refers  to  the  relocation  of  "industrial  or  commercial  plants 
or  facilities,"  I  believe  that  the  focus  of  the  provision  is  the  operations  conducted  in 
a  plant  or  facility,  not  the  physical  structure  or  the  physical  equipment  As  I  read 
your  letter  to  Mr.  Nassau  dated  November  15,  1984,  I  believe  you  take  a  similar 
view.  If  the  operations  conducted  in  Wilmington  are  not  the  operations  conducted  in 
St.  Paul,  then  I  believe  that  no  "relocation"  has  occurred.  I  also  believe,  however, 
that  this  can  be  applied  reasonably  only  to  operations  for  which  the  St.  Paul  facility 
was  designed  and  which  were  the  normal  business  of  the  plant,  and  that  it  would  be 
capricious  to  extend  it  to  operations  housed  temporarily  in  a  facility  that  id  inher- 
ently unsuitable  for  those  operations. 
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lie  Bft«4  ymiX  r<r«f9ii#«  to  ^yc^tioa#  xaIb^^  i&  tlM  St*  Vsul 
fre0»«    S^elf Ictll/t  UC'a?  a**^*  •••¥#?«  to  tho  Collovioi^  tooiiio— > 

(I)    Do  yoo  filan  to  iBfti  vorkcro  In  A»holtt*o  ctoeo 
oof^itfoctttfXo^  r^^*<*(  ^*^  &K«  Foul?    If  *jr^o*a  A|irr«Ki«oc«ly  kov  m$mft 

O)    lo  It  Aahoi4t*s  plaM  tKot  t»io  sev  VIUIfci»toa  croao 
mMuufmcfttns  ^ftat  vlll  o«tuM  cromo  tioni^octurio^  rooporoXtllltioo 
f ro«ft  Aa)<olot*o  fet*  Foul  pXootI 
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OtfVO  ffrOB  tho  St*   Foul   pUAt   f«  tlM  MNT  VilslabtOO  FlOOt   te  0004  to 

•«w»foct«ro  croaoo  ot  crooo  forto  ma^  trikottfoctotod  lo  It*  FaoIT 

(4)  Vlll  two  sovoooot  of  iMiMfoctiirloi  o^olFiAot  fro«  ft* 
Foal  to  WiUfio^ioo  prooomt  tlM  tt*  Fool  flMMt  fro*  cofttiaolA^  oo  • 
%ip&UxcM^x  f rod;»etloa  Coclllt/  for  eroaoo  tro4itlooollf 
aomyfoctmrod  tkavol 

(5)  fUo  ttoro  or  vlll  tl«ro  W  o441tloool  rro4«ctioo  of  l|—t 
■01W4  froo  tlio  ft*  Fo«l  foclUty  to  Vilolo^too  thot  ooo  Mt 
aoiitoaFloto4  oof  41oolooo4  of  of  foptooUr  il»  Iffif 

(f )    VUl  cro&o  Ktto  oooofooturof  la  liiHolot*o  ft*  foaU  Fl«*t 
to  oooooVlof  im  tto  fodwlot  ITllmlottoo  r lootl 

(7)  fiio  tboro  tooo  or  vlU  tboro  to  ooy  troooforo  of  tfooo 
orforo  trofitloBollF  tollt  (1«  iitolo  or  Im  fort)  ia  tto  ft*  faol 
foelllij  to  tto  VlUlaotoa  f^***^ 

(f )    Xo  ttoro  otVT  ooooo  oo4  of  f oct  rolotloooklF  totirooo  tto 

coootryctloa  of  tEM»  f%^^^*9fC  faholot  orone  aoaufocturios  ploat  ia 
miaiactoo  od4  tto  rro^sod  U^^tt  of  ygO  vorkoro  ia  Aftk#lot*o  ft« 
Fool  eroao  aoJCM«loctarl«^  float* 

Vo  aoo4  joor  irrittoa  toofoaoo  iritHla  t^  irooko»  ioilaro  to 
roopoof  a«/  JoepotdUo  thlo  groat*    Yoor  coop*roiloa  io  opyrociatof* 

flaroroljt 


Joffroy  A*  Fiallo 
Actioi*  toputjr  Aoolotoot  foototory 
for  Fro&roa  lioiiOi.oiitat 
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AMIMCAM    MMST   t   MttlCK   COM^AMT     %—  tmmom  tOWW.  ST.  PikWt,  MM  tt1«t 


February  22,  198S 


Mr.  Jeffrey  A.  Finkle 
Acting  Deputy  Asst.  Sec. 

for  Program  ManageaieBt 
U.  S.  Department  of  Bousing 

and  Orl>an  Developaent 
4S1  Seventh  Street,  S.H. 
Hashington,  D.C.   20410 

Dear  Mr.  Finkle: 

Tbank  you  for  your  letter  of  February  11,  1985,  inviting  us  to 
clarify  matters  regarding  our  crane  operations  and  the  UDAG 
awarded  to  Wilmington,  North  Carolina,  on  October  4,  1984. 

In  the  coxirse  of  your  initial  consideration  of  Wilmington's 
application,  HUD  officials  asked  us  numerous  questions  regarding 
the  impact  of  a  new  plant  on  oxir  St.  Paul  employees.  We  are 
advised  that  your  inquiry  included  telephone  and  written  contact 
with  appropriate  St.  Paul  city  officials.  Following  your 
investigation  you  approved  the  grant  to  Wilmington. 
Subsequently  Congressman  Bruce  Vento  requested  that  you  delay 
mailing  the  executed  grant  to  Wilmington  pending  our  response  to 
the  Congressman's  letter  of  November  IS,  1984.  We  answered  the 
Congressman's  letter  to  his  and  your  satisfaction  and  the 
executed  grant  was  sent  to  Wilmington. 

The  facts  stated  in  our  application  and  letter  have  not  changed. 
Your  initial  inquiry  and  the  secondary  inquiry  prompted  by 
Congressman  Vento 's  letter  both  elicited  much  information  about 
the  effect  of  Wilmington  on  St.  Paul  employees.  There  are 
absolutely  no  facts  not  previously  disclosed  to  you  which 
warrant  reversing  your  decisions.  Accordingly,  we  are  pleased 
to  be  able  to  again  summarize  the  facts  for  the  record. 

On  July  9,  1984,  the  Amhoist  Board  of  Directors  comprehensively 
reviewed  the  Corporation's  strategic  plan.   The  Company's  pre- 
tax loss  in  the  previous  eight  fiscal  quarters  was  approximately 
$105,000,000  with  the  vast  majority  of  the  loss  occurring  in  the 
Crane  Division. 

The  Board  considered  the  following  facts  regarding  Amhoist' s 
crane  manufacturing: 
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(1)  The  St.  Paul  plant  was  designed  for  and  traditionally 
manufactured  the  mid-size  range  of  Amhoist's  cranes. 
Attached  on  Exhibit  A  is  a  breakdown  of  Amhoist's  American 
Crane  Division  products  showing  the  year  each  product  was 
introduced r  where  manufactured,  and  when  discontinued. 

(2)  Because  of  declining  market  demand,  Amhoist's  Bay  City 
plant  (large  cranes)  and  Fort  Wayne  plant  (small  cranes) 
were  closed.  Production  was  temporarily  moved  to  St.  Paul 
or  s\ibcontracted  in  the  U.S.  or  overseas  and  a  new  plant 
study  was  initiated. 

(3)  Because  of  its  age  and  "add-on"  characteriatLcB,  the 

St.  Paul  plant  is  very  in«f f icicntly  laid  outi  St.  Paul 
was  chosen  for  the  temporary  consolidation  notwithstanding 
these  limitations  because  it  vas  the  crane  division 
headquarters   and  although  United  in  flexibility  is  larger 
than  either  of  the  other  t%#o  facilities. 

(4)  Larger  components  and  larger  cranes  were  the  only  growing 
aspects  of  the  crane  business  since  the  plant 
consolidations   unfortunately  these  largest  conponents  and 
cranes  could  not  be  efficiently  handled  or  lifted  in  the 
plant. 

(5)  Demand  for  traditional  St.  Paul  manufactured  products  was 
shdwing  a  continuing  decline:   Exhibit  B  Ahows  orders  for 
the  700,  BOO,  and  900  lines  since  1953.   The  drop  fronv  1980 
to  1984  has  been  particularly  acute.  At  present  our  total 
order  backlog  for  these  three  series  of  cranes  is  6  total 
units.  This  is  the  total  order  backlog  for  traditional 

St.  Paul  cranes. 

(6)  Increasing  foreign  orders  and  larger  sized  components 
accentuated  the  importance  of  a  deep  water  port  not 
available  at  St.  Paul. 

(7)  The  Minnesota  State  Highway  Department  had  notified  the 
Company  on  March  B  1984,  that  effective  January  1,  1985, 
they  were  letting  bids  for  the  rehabilitation  of  the  Robert 
Street  Bridge   The  bridge  bisects  Amhoist's  property  and 
is  the  roof  of  Amhoist  s  central  stores.   It  also  houses 
all  utilities  servicing  the  plant   Amhoist  was  notified  it 
should  be  prepared  to  vacate  the  central  part  of  its 
factory  for  approximately  18  months  starting  in  April  or 
May,  19B5.  On  August  16,  1984,  this  bridge  project  was 
deferred  until  at  least  January  1983  because  of  the  need  to 
replace  the  nearby  High  Bridge.   The  timing  cost 

internally  estimated  at  $4,221,000  on  August  21   1984), 
responsibility  for  paying,  and  planning  how  to  continue 
operations  in  view  of  the  disruption  to  an  already 
inefficient  plant  all  remained  unresolved. 
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»VHf  Actsrisi;  cf«rat:ifMi  Ir  St..   ^ft£l   fsr  xeftsooks  toiAlly 

Gf3C^L^Ser«i£  ^cil^iAc  «  =i«v  efficient.  cxwi«  plwT  ^  tita«  U  Sooth 
Acber^   Street   sitje,      rr«liKii^*Ty  ralcmlataow  of  t^  co«t.  c-f 

re£^il^±=>3  «  joJt»  plart  v^t^t  i ii i ilmiJ  1 1  — »  iff  ^^a>^i    to 
tbo««  c«ist:i2>9   iz  llaiagtca,   werv  esti^Et*A  «t  S29  ftilli^    (tfae 
GCMt:  of  tl3«  I«ad*    baildu9»  «bA  aeccKsax?  rcflDtntJ^GA  sf 

eor-sid»r^  &I009  viUi  t^ta  «v«rtAlAtj  of  tbe  tjaag  &f  ti» 
Ice^i^AMft  &rid9«   ixvt«rT^ptia»  maC  tlK   f*ct  ^l:At  Ftma  if  bitilc 
1b  £t.   Pftol  we  wnl£  xiot  Iwvr  a  deep  wKter   port,    fei^It^d  iA  tfae 
qmick  raaliatti^  of  t^w  ixar   isposLi^x^lity  cf  frcsjiatj>c*lly 

^ttsrlfyuig  iifcilllii mg  m.  pl&iit  in   St.    T-m^l. 

At  all  tiaes  im  ^vra  believed  az^  bwe  r«pT««e!et«d  that  im 
cooply  vi::tL  tJv  prorlKiccts  of  Title   42  of  USC   S31I    (h}    of  the 
Bous:L^g  A^ui  Cc^^zzLitj  Develofsest  A£t  of  15"4  as  aBK=k:±«i  ^ 
public  la^   9(-12t,      lie  have   felt   so  f02^  three  distjjkct  rMK3«»^ 

(1)  As  of  Jitlj*   I9M4   Me  baJ  reached  a  decision  to  di*cooti»M- 
cxaxM  ■asnfactiirlBg  operations  Im  5t,    Faul.      Tn4  subsequent 
grant  oc  September   Jf,    19C4  oC  «  1DAC  to        .    .    ttcm   for  mr 
project  vas  w^sit^tedlj  a   factor  as  to  where     .     :ist  cra:ws 
HDcld  be  BaEufactiired  hct  itaa  M>t  the  reason  we  %ioald  no 
longer  nanafacture   cranes  here. 

(2)  As  stated  Xa  *y  letter  to  Co&gressaan  Vento,   Aahoist  was 
(az)d  still  is     coswatted  to  xetaliuj^  in  St.   Paul  the  crane 
division's   staff     eAgioeeriog^  parts  a;^d  »«7vic*,  a^rket- 
inq,    sales*    Karxne /Energy,  ■aaaysaent   ixifoTmation  services, 
the  parts  distribution  center*   th«  t«st  cvritcrt  and  the 
foundry .        Ttiese  ea^lcryees  cotfistitute   IS  percent  of  the  763 
crane  related   joi>s   traditionally  and   presently  pcrforp^d  in 
St.   Pai^I,     Acccrdingly  we  are  tact  reIocatit>g  oar  crane 
operations  vitlun  the  statiitory  def xiLitico . 
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(3)   Bv«n  if  our  actioni  ar«  jregard^d  a»  a  'relocation'  within 
the  statutory  definition,  the  'relocation'  doe«  not 
•i^nificantly  and  adverBcly  affect  the  unemployn^nt  or 
economic  base  of  St  ^aul,  You   explored  thii  ieeue  in 
depth  earlier  trith  us  and  with  Hayor  LatiJ&er  of  St.  Paol. 
Mayor  Lati»er's  letter  to  y<^u  of  September  13,  1964, 
discussedt  the  expected  Ioks  of  $00  johe  in  St.  Paul. 
Although  the  Mayor  and  others  would  obviously  prefer  to 
have  the  joba  here  their  loss  will  not  eignif leant ly  and 
adversely  affect  St.  Paul  or  the  Twin  Cities  which  are 
economically  vibrant.   In  our  letter  responding  to 
Congressinan  Vento's  inquiry  we  advised  you  that  Mayor 
Latimer**  estimate  of  SOO  lost  jobs  was  high  by  300  and 
that  ve  expected  no  more  than  approximately  200  lost  jobai 
but  clearly  prior  to  approving  the  grant  to  Wilmington,  yoa 
were  aware  of  the  expected  loas  of  a  nunter  of  jobs  in 
St.  Paul  and  the  inpact  of  such  a  loss  was  not  * significant 
and  adverse." 

Each  of  these  three  reasons  is  a  valid  independent  basis  for  our 
belief  that  we  have  contplied  with  the  statute <  Allagations  of 
violations  of  the  anti-pirating  proviaiona  of  the  statute 
totally  miaa  the  point.  The  jobs  were  loat  to  St.  Paul.   In  the 
absence  of  the  UDAG,  they  would  also  be  loat  to  Aaarica. 

To  respond  specifically  to  your  questions t 

(1)  tfe  do  plan  to  lay  off  workers  in  Aahoist's  St.  Paul  crane 

Bianufacturing  facility   At  the  present  time  approximately 
3SD  people  have  been  irorking  on  part  of  a  non- traditional 
St.  Paul  project  transferred  to  St.  Paul  because  of  the 
closure  of  another  plant.  A  part  of  this  project  waa 
transferred  to  our  Cordele,  Georgia  plant  and  final 
assembly  was  originally  scheduled  for  a  rented  facility  as 
St.  Paul  could  not  acconnnodate  the  entire  project   The 
St.  Paul  aspect  of  this  one-time  order  will  be  concluded  by 
March  31,  1$«5.  After  the  layoff  of  these  35a  paople  we 
will  have  approximately  763  persons  remaining  in  St.  Paul 
"traditional  crane  jobs."  As  discussed  above  75  paroent 
of  these  persons  will  remain  en^loyed  by  us  in  St.  Paul. 

(2)  As  shown  on  Exhibit  B  demand  for  traditional  St<  Paul  crane 
products  has  declined  steadily  since  972  and  precipitously 
since  ISBO   1981.   At  this  time  out  of  our  total  crane 
backlog  of  71  units  ($84  million)  only  6  units  [under  $2 
million)  are  traditional  St  Paul  crane  products.  All  but 
two  of  these  six  units  are  scheduled  to  be  completed  in 

St.  Paul. 

Because  of  the  scheduling  requirements  to  coeiplete  the  25 
locomotive  cranes  constituting  the  Dong  Ah  order  in 
St.  Paul  by  the  March  31st  planned  shutdoim  date,  the 
remaining  two  cranes  cannot  be  manufactured  in 
St.  Paul.  Accordingly,  they  will  be  manufactured 
elsewhere. 
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The  maintenance  of  a  plant  the  size  of  St.  Paul  to  handle 

the  possible  trickle  of  orders  which  might  subsequently 
arise  for  these  products  does  not  justify  keeping  the 
facility  open^.   These  rrvodels  vhich  are  IS  to  2S  years  old 
are  being  replaced  by  nev  designs  not  suitable  for 
manufacturing  in  St.  Paul.   If  after  Harch  21,    1985,  we 
should  receive  orders  for  these  model  cranes  we  %#ould 
manufacture  them  at  a  location  other  than  St  Paul.   Under 
no  circumstances  will  we  fabricate  and  assemMe  cranes  in 
St  Paul  after  approximately  March  31,  19B5   If  for  any 
reason  it  should  become  impossible  for  us  to  manufacture 
such  cranes  in  Hilmington,  we  will  either  subcontract  or 

oint  venture  the  work  [probably  overseas  or  manufacture 
cranes  in  one  of  our  other  domestic  or  foreign  facilities. 

[3)  As  stated  in  our  application  for  the  UDAC,  we  anticipate 
transferring  approximately  $6  million  {book  value)  of 
equipitient  from  &t>  Paul,  Bay  City  Duluth,  and  Port  Wayne. 
For  all  practical  purposes  the  only  traditional  products 
offered  are  the  700  and  900  both  of  which  are  being 
substantially  replaced  by  the  models  7150«  7130,  8150,  and 
8120  which  are  new  concept  cranes  for  which  St.  Paul  is  not 
a  suitable  manufacturing  facility. 

[4)  As  stated  above,  we  have  no  intention  of  continuing  crane 
machining  I  fabrication  and  assembly  in  St.  Paul  under  any 
set  of  circumstances  after  approximately  March  31,  1985. 
We  do  plan  to  continue  foundry  operations  our  S*0  million 
parts  distribution  center  and  our  crane  engineering  testing 
operation  in  St  Paul 

[5)  No  production  equipment  will  be  moved  from  St.  Paul  to 
Wilmington  other  than  that  disclosed  as  of  September  11, 
19^4  with  a  possible  exception  of  minor  substitutions  from 
the  total  pool  of  available  idle  equipment  based  on  need 
and  condition. 

[7)  After  closure  of  St.  Paul  any  orders  for  cranes 
traditionally  built  in  St.  Paul  will,  of  necessity,  be 
built  elsewhere.   However,  all  current  orders  for 
traditional  St.  Paul  products  will  be  built  in  St  Paul 
except  for  two  cranes  which  cannot  be  completed  by 
March  31   19B5,  because  of  the  demands  placed  upon  the 
facility  to  get  out  the  non-traditional  25  crane 

Dong  Ah  order. 

[8)  Our  decision  to  discontinue  manufacturing  operations  in 
St.  Paul  preceded  our  decision  as  to  vhere  and  under  what 
circumstances  we  would  manufacture  ^oint  venture 
subcontract  or  purchase  crane  parts.  This  is  set  out 
clearly  above   Three  hundred  and  fifty  employees  who  are 
working  on  the  soon  to  be  completed  special  order  will  be 

(and  would  have  been)  laid  off  totally  without  regard  to 
the  Wilmington  plant. 
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As  you  know,  following  axecution  of  the  UDAG  grant  to 
Wilmington,  and  in  reliance  on  the  grant,  we  issued 
$10  million  of  Industrial  Revenue  Bonds,  purchased  the 
Wilmington  property  for  $5,625  million  and  entered  into  a 
contract  for  in  excess  of  $7  million  to  improve  and  renovate  the 
facility  to  enable  us  to  manufacture  cranes  here  in  America. 
Extensive  delay  in  enabling  us  to  utilize  the  UDAG  funds  may 
cause  us  irreparable  damage.  Amhoist's  financial  dependeiice 
upon  the  UDAG  loan  proceeds  being  made  available  promptly  is 
critical.  The  adverse  consequences  of  a  cancellation  or  delay 
in  the  funding  of  this  loan  %#ould  cause  enormous  difficulty  to 
Amhoist. 

In  view  of  the  above  facts,  %fe  remain  most  willing  to  respond 
immediately  to  any  additional  inquiries  you  may  have.  Please 
advise  us  if  additional  information  is  necessary. 

Very  truly  yours. 


;f///^...^ 


/mjd 
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EXHIBIT  A 
AMERICAN  CRANE  DIVISION 


MODEL 

INTRODUCED 
1965 

DISCONTINUED 
1966 

MANUF. 

ACTURED 

4110 

Ft. 

Wayne 

4210 

1965 

1970 

Ft. 

Wayne 

4250 

1965 

1975 

Ft. 

Wayne 

4260 

1972 

1975 

Ft. 

Wayne 

4120 

1979 

1984 

Ft. 

Wayne 

4220 

1984 

Current 

Ft. 

Wayne/Korea 

4260 

1984 

Current 

Korea 

4450 

1965 

1970 

Ft. 

Wayne* 

4460 

1970 

1975 

Ft. 

Wayne* 

4660 

1969 

1975 

Ft. 

Wayne 

4720 

1968 

1980 

Ft. 

Wayne 

4750 

1968 

1980 

Ft. 

Wayne 

4730 

1980 

Current 

Ft. 

Wayne/Korea 

S75C 

1958 

1974 

St. 

Paul 

595C 

1958 

1974 

St. 

Paul 

599C 

1958 

1983 

St. 
Ft. 

Paul  to  11/75 
Wayne  11/75- '83 

5299 

1964 

1981 

St. 
Ft. 

Paul  to  11/75 

Wayne  ll/75-'81 

S299A 

1981 

Current 

Ft. 

wa/ne /Brazil 

5300 

1980 

Current 

Ft. 

Wftyne/Braiil 

5220 

1983 

Current 

Ft. 

Wayne/Braiil 

599T 

1958 

1964 

St. 

Paul* 

5450 

1964 

1968 

St. 

Paul* 

5460 

1968 

1976 

St. 
Ft. 

Paul  to  9/70* 
Wayne  9/ 70- '76* 

5470 

1976 

1984 

Ft. 

Wayne* 

5510 

1966 

1968 

St. 

Paul* 

5520 

1969 

1970 

St. 

Paul* 

5530 

1970 

Current 

Ft. 

Wayne* /Braxil/ 
Wilmington 

599WM 

1959 

1966 

St. 

Paul 

5650 

1968 

Current 

St. 
Ft. 

Paul  to  9/70 
Wayne  to  '84**/ 
Brazil 

5670 

1968 

Current 

St. 
Ft. 

Paul  to  9/70 
Wayne  to  '84**/ 
Brazil 

599P 

1959 

1968 

St. 

Paul 

5720 

1968 

Current 

St. 

Ft. 

Paul  to  9/70 
Wayne  to  *84/ 
Brazil 

5750 

1968 

Current 

St. 
Ft. 

Paul  to  9/70 
Wayne  to  *84/ 
Brazil 

*Lower  laanufactured  in  Amhoist's  Canadian  plant 
*Lower  purchased  from  third  party 
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EXHIBIT  A 

, 

MODEL 

INTRODUCED 

DISCONTINUED 
1978 

MANUFACTUIUSD 

750C 

8t. 

Paul 

795C 

1974 

8t. 

Paul 

797C 

1984 

8t. 

Paul 

7220 

1986 

8t. 

Paul/Brazil 

799C 

1961 

8t. 

Paul 

72S0 

1984 

St. 

Paul 

7260 

1986 

St. 

Paul/Brasil 

799T 

1961 

St. 

Paul 

7450 

1972 

St. 

Paul* 

7460 

1984 

St. 

Paul* 

7510 

1972 

St. 

Paul* 

7530 

1985 

St. 

Paul* 

7650 

1985 

St. 

Paul** 

7670 

1985 

St. 

Paul** 

7720 

1986 

St. 

Paul 

7750 

1986 

St. 

Paul 

7255 

1984 

St. 

Paul 

7150 

Current 

Wilmington 

7120  (120T) 

Current 

Ifilaington 

8450 

1978 

St. 

Paul* 

8460 

1984 

St. 

Paul* 

8470 

1987 

St. 

Paul* 

8150 

Current 

Ifilaington 

8120  (180T) 

Current 

Wilmington 

975C 

1972 

St. 

Paul 

995C 

1972 

St. 

Paul 

997C 

1972 

St. 

Paul 

998C 

1984 

St. 

Paul 

999C 

1984 

St. 

Paul 

9260 

1984 

St. 

Paul 

9270 

1987 

St. 

Paul 

9299 

1987 

St. 

Paul 

9310 

1987 

St. 

Paul 

9320 

Current 

St. 

Paul 

9510 

1969 

St. 

Paul* 

9520 

1976 

St. 

Paul* 

9530 

1987 

St. 

Paul* 

9720 

1987 

St. 

Paul 

9750. 

1987 

St. 

Paul 

9220 

Current 

St. 

Paul 

10320 

Current 

Wilmington 

11210 

1973 

Bay  City 

11250 

1975 

Bay  City 

11310 

1979 

Bay  City 

11320 

Current 

Bay  City/Wilmington 

11760 

Current 

Bay  City/Wilmington 
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IIT  A 

HODEL 

INTRODUCED 

DISCONTINUED 

MANUFACTURED 

12210 

1973 

1980 

Bay  City 

12220 

1980 

Current 

Bay  City 

12720 

1980 

Current 

Bay  City 

5030  Loco  ' 

• 

Bay  City/St.  Paul- 
Cordele 

840  Loco 

• 

• 

850  Loco 

Pre  1970 

• 

• 

855  Loco 

• 

« 

9070  Loco 

« 

« 

R213 

1977 

1980 

Mpls 

s-io"\ 

Current 

Bay  City/Wilmington 

S-20  / 

All  Stiff 

S-30l 

Legged 

S-40  7 

Derricks 

S-50  1 

Pre  1970 

S-60  1 

S-70/ 

S-80 

1981 

"2^ 

203/ 

254  ( 

305  V 

All  Land 

356/ 

Revolvers 

407/ 

Pre  1970 

509\ 

220  \ 

325  \ 

430  ^ 

535 

640 

850  ) 

LSB-8 

1982 

LSB-10 

1982 

LSB-12 

1982 

M-20\ 

M-25  J 

M-30  I 

Marine 

M-35  > 

Revolver 

M-40  1 

Pre  1970 

M-50j 

M-56 

1982 

2000 

1974 

2500 

1981 

3000 

1975 

5000 

1984 

6000 

1984 
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EXHIBIT  A 

MODEL 

INTRODUCED 

DISCONTINUED 

NANUPACTURED 

Winches 

• 

ISO 

1977 

Pt.  Wayne/Eay  City/ 

270 

1977 

"  Wilmington 

385 

1977 

• 

4S0 

1977 

« 

625 

1984 

« 

750 

1977 

« 

950 

1984 

« 

JU36 

1982 

" 

210\ 

Eay  City/Wilmington 

280  1 

• 

380  L 

Pre  1970 

« 

550  ( 

• 

1000  1 

• 

1200  \ 

« 

3000  1 

• 

6000  / 

• 
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1953  1954  1955  1956  1957  1958  1959  1960  1961  1962  1963  1964  1965  1966  1967  1968  1969  1970 
6    27    41    57    69    47    45    39    30    51    67    99    77    78    85   113   125    92 

1     6    18    27    33    38    39    50    47    64    73    74 

6    27    41    57    69    47    46    45    48    78   100   137   136   128   1J2   111   196   166 
1971  1972  1973  1974  1975  1976  1977  1978  1979  1980  1981  1982  1983  1984    TOTAL  1953  -  1984 

97   129   171   118    74    89    53   123   129    89    60    30    28     9             •  2,347 

2     4    20    12    23    11    14    10    11    10     4     0     1             -   122 

74    75   106   102    74    98    86    88    86   105    85    35    25    17             -  1,526 

CM 

m 

s 

m 

8 

CM 

r«i 

m 

CM 
CM 

o 

•M 
CM 

9 

CM 

i 

«^ 

v4 

I 
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^1  i         sSI 

8SSSS  SS8S 
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Recipient:  City  of  Wiliidngton,  Narth  Carolina  Grant  Mo.  t   B-eS-M-aTHDOao 

1  This  First  Aacndatnt  la  aada  and  antarad  into,  by  and  batvaan  THE 

2  SECRETARY  OF  ROUSING  AND  URBAN  DEVELOPMENT,  acting  by  and  throufh  tha 
Aaalatant  Sacra tary  for  CoiBunlty  Planning  and  Davalopaant,  aa  rapraaantativa 
of  tha  Unitad  Stataa  of  Aatrica  (tha  "Sccratary"),  and  tha  CITY  OF  WILMINCTOII, 
NORTH  CAROLINA  ("Racipiant"). 

9        WHEREAS »  tha  Sacratary  and  Racipiant  hava  antarad  into  that  cartain  UMC 

10  Grant  Agraaaant  axacutad  by  tha  Sacratary  on  Movaabar  14,  1984  and  by 

11  Racipiant  on  Dacaabar  7,  1984  (tha  "Grant  Agraaaant"); 

12  VHEREAS,  tha  Sacratary  and  Racipiant  now  dtaira  to  aaand  tba_firaQt 

13  Agraaaant  to  furthar  facilitata  tha  conauaaation  of  tha  tranaactiona 

14  contaaplatad  tharain; 

15  NOW,  THEREFORE,  in  conaidaration  of  tha  proaiaaa  and  tha  Butual  coipanaota 

16  and  agraaaant  aat  forth  harain,  tha  Sacratary  and  Racipiant  (undar  taction  lit 

17  of  tha  Houaing  and  Coaaunity  Davalopaant  Act  of  1974,  aa  aaandad)  autiiallj 
IB         agraa  that  tha  Grant  Agraaaant  ba  and  haraby  ia  aaandad  aa  followas 

19  Para*fraph  (a)(3)  of  Saetion  III  of  Exhibit  B  to  tht  Grant 

A        Afraamant    ii  haraby  amandad  by   tha  addition   tharato  of  n  ntw 
^         aubparafraph   (x),    raading   in   iti  antiraty  ai   followit 
^  (xXl)     Rattrictiva  Covenant.     Davclopar  ahall  eovtnant 

^        that,   durinf   the  period  conmancinf  on   the  data  of  execution  of 
^         tha  •fnendment    to   the  Grant  Afracmant    ineorporatinf   thia  provision 
and  ending  upon  expiration  of    the   term  of   tht  UDAG  Loan, 
Developer  will   not  assemble  or   prepare  fog.  shipment  at   tht 
Project  Site  any  cranes  of   tht  following  modelss 

797C  7720  9270 

7220  7780  9299 

7250  72SS  9310 

7280  8480 

7480  8470  9S30 


25 
26 
27 


29 

30 
31 
32 
33 
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■K=ipi«t:  City  of  Wilwnqton^  Itarth  Cteolina  QnHt  1K>.:  B-€S-IW^17-0030 
Qontinuatiop  Sieet   JfgSOCg 
7S9t  fttC  tlSt 

TCSO  IfX:  f7St 

767t  fSCO  flit 

(S)  The  iBleoi  of  thit  provitioa  it  to  rcslroia  Developer 
froai  ettcnibliBf  at  Ihc  Project  Site  ereee  oiodels  previoosly 
•stenbled  at  Developer's  feci  li  ties  ia  St.  Paol,  ViMetote,  at 
part  of  the  nonaal  operations  of  the  St.  Paol  faeilitjp.  This 
restriction  is  not  intended  to  restrict  astc^nbly  at  the  Project 
Site  of  new  fcnerstion  crane  awdcls  of  similar  sixe  and  capacity, 
such  as  models  7150,  7120,  8150,  8120  and  9320;  larger  models  such 
•s  model  10320  or  11000  or  12000  series  models;  locomotive  cranes, 
inclsdipf  SMdels  9898,  848.  8S8,  8SS.  and  9078|  er  BodeU  earlier 
discoatinaed  at  St.  Paal  and  assembled  elsetHiere  prior  te  1884, 
incladipf  models  S8S8,  S878.  S7S8.  and  S7S8.   If  any  eoatroversy 
shall  arise  with  refard  te  whether  a  crane  assembled  or  proposed 
to  be  assembled  at  the  Project  Site  Is  of  a  type  eevered  by  the 
prohibitions  stated  in  parafraph  (1)  above,  the  berden  of  preef 
that  sach  crane  is  covered  by  the  prohibit lee  shall  be  •■ 
ftecipient. 

(9)  ftecipient  shall  appolat  the  Secretary  of  HID  (and  his 
er  her  saccessors  in  office)  as  Its  attorney-in-fact  with  fell 
power,  on  behalf  of  ftecipient,  to  declare  a  breach  ef  the 
covensnt  described  herein  and  an  event  of  defaalt  ender  the  Ictsp 
afreemeat  as  a  resalt  thereof,  or  to  act  on  behalf  of  ftecipient 
(at  HDD's  election)  following  any  declaration  by  Recipient  of  socb 
a  breach  and  event  of  defaalt. 
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RBcipiflnt:  City  of  WJlwington,  Worth  Cagolina  Grant  Nd.s  B-e5-JU^*37-0030 
Qantinuatlon  Sheet — JtfOPMPir 

IN  WITNESS  UHEKEOP,  tbs  partittft  bsrcto  have  executed  thle  AaendMnt  to 
UDAC  Grant  Agreeaent  B-85-AA-37-0030  on  the  datee  hereinafter  written,  it 
being  undcretood  and  agreed  that  the  aaotint  of  the  grant  ie  not  affected  by 
thle  Aaendaent,  and  that  the  Crant  Agreeaent  ae  aaended  hereby  continuea  in 
full  force  and  effect. 

SIGNATURE 

The  foregoing  aaendaanta  to  the  Grant  Agreeaent  nuabered  B-85-AA-37-0030 
are  hereby  authorised  and  approved. 
Date:  MipAj<    SECRETARY  OP  ROUSING  AND  URBAN  DEVELOPMENT 

/V^  Jeffrey  A.  Pinkie 
^^  Acting  Deputy  Aaeietant  Secretary 
for  Prograa  Manageaent 
Coaaunlty  Planning  and  Davelopaeat 

ACCEPTANCE 


The  foregoing  aaendaenta  to  the  Grant  Agreeaent  nuabered  B-8S'-AA-37-0030 
and  authorised  and  approved  by  the  Depertaent  of  Housing  %nd  Drbaa 
Davelopaent,  aa  ahovn  above,  are  hereby  accepted  by  the  Recipient. 
^^•'     Vlf^/f^      ^^^  ^'  WILMINGTON,  NORTH  CAROLINA 


-^M 


CITY   ATTORNEY 
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QuECTiONS  From  Congressman  Manton  to  Sicritary  Pibrck 

Question  1.  The  Administration  last  year  supported  the  UDAG  proip'aiii  and  this 
year  is  proposing  its  termination  based  on  the  supposition  that  the  program  It  inef- 
fective and  operates  in  a  fashion  contrary  to  the  goals  of  the  program.  What  is  the 
reason  that  UDAG  is  proposed  for  termination,  is  it  the  budget  issue  or  is  it  the 
program  issue? 

Answer.  The  program  is  proposed  for  termination  because  of  the  need  to  reduce 
the  deficit  in  the  national  budget. 

Question  2.  It  is  reported  tluit  unemplo3rment  in  UDAG^ligible  cities  average  %2 
percent  compared  with  5.5  percent  in  other  communities.  Also  employment  growth 
in  eligible  cities  average  only  one-third  the  naUonal  rate  and  eligible  cities  aven^^ 
twice  the  tax  burden  (^  other  communities.  Doesn't  this  indicate  that  the  program  is 
successful  in  reaching  population  groups  and  communities  that  are  in  need  ci  help)? 

Answer.  The  program  has  been  targeted  to  the  most  distfsssd  cities,  based  on 
such  factors  as  unemplosrment,  age  kA  hounng,  poverty  and  population  loss. 
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AmwTMNAL  Matsmal  SuniiTRD  foft  IncumIcn  m'Tin  Ribou 


WAtNINOTON.  ox;  IMIt 


MEMORANDUM  AprU  5,  IftS 


At  th«  request  of  Chairman  Gontalet,  the  Congretsional 
Budget  Office  prepared  the  following  analy»ia  of  Secretary 
Pierce's   testimony. 


This  memorandum  is  in  response  to  your  request  for  an  analysis  of  the 
attached  chart,  which  is  part  of  testimony  delivered  by  Secretary  Samuel 
Pierce  of  the  Department  of  Housing  and  Urhan  Development  (HUD)  before 
the  Subcommittee  on  Housing  and  Community  Development  on  March  13, 
19S5.  The  chart  presents  trends  in  the  "housing  debt"  and  in  the  number  of 
families  assisted  between  19S2  and  19S6. 


Housing  Debt 

It  is  our  understanding  that  the  term  "housing  debt"  is  used  to  denote 
the  total  amount  of  outstanding  unliquidated  (or  unspent)  balances, 
appropriated  in  previous  years  to  fund  multi*year  contracts  for  assisted 
housing  under  the  various  HUD  programs,  including  Section  8,  piri>Uc 
housing,  and  other  programs.  Under  current  budgetary  procedures,  each 
year,  some  amount  of  additional  budget  authority— that  is,  the  authority  to 
commit  the  government  to  future  expenditures— is  appropriated  to  pay  the 
long-term  costs  for  some  number  of  additional  housing  Assistance 
commitments  made  in  that  year.  This  additional  budget  authority  adds  to 
the  total  of  outstanding  balances.  At  the  same  time,  part  of  these  balances 
is  liquidated  each  year  to  provide  subsidy  payments  for  all  units  that  are 
actually  occupied,  thus  drawing  down  the  outstanding  balances.  In  addition, 
some  of  the  unspent  balances  may  be  canceled  because  the  budget  authority 
lapses  or,  through  enacted  legislation,  is  rescinded. 

As  we  understand  it,  the  decrease  in  the  "housing  debt"  portrayed  in 
the  chart  can  be  attributed  to  two  factors.  Most  of  the  large  decline  in 
19S5  and  19S6  is  explained  by  large  rescissions  of  funds  associated  with  the 
Administration's  proposal  to  change  the  method  of  financing  piri>Uc  housinc 
construction  and  modernization.  (This  proposal  is  discussed  further  below.) 
Once  one  abstracu  from  the  effects  of  this  proposal,  the  liousing  debt" 
would  change  more  gradually,  decreasing  ''  -i  about  $2%0  billion  at  the 
start  of  fiscal  year  1912  to  an  estimated  $r  lion  at  'he  end  of  1986  (see 

the  attached  chart). 
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In  general,  the  gradual  decrease  in  the  level  of  outstanding  balances— 
without  the  public  housing  refinancing  proposal—can  be  mlained  by  the 
fact  that  the  amount  of  budget  authority  used  up  (liquidated;  each  year  for 
the  payment  of  subsidies,  plus  some  rescissions  and  lapsing  authority,  has 
recently  exceeded  the  amount  of  additional  authority  appropriated  each 
year  to  fund  new  assistance  commitments.  As  shown  in  Table  1,  in  19S2  the 
liquidations  of  $8  billion— required  to  make  payments  on  behalf  of  the 
assisted  population  in  that  year— were  more  than  offset  by  the  new  authority 
added.  As  a  result,  outstanding  balances  increased  by  $3.2  billion  that  year. 
By  contrast,  liquidations  are  estimated  to  exceed  net  authority  added  by 
$4.2  billion  in  19S5  and  by  $12.S  billion  in  19S6. 

The  projected  drop  in  the  'Iwusing  debt,**  beyond  the  decrease 
described  above,  would  be  due  to  large  rescissions  of  funds  associated  with 
the  pubUc  housing  refinancing  proposal.  U  Since  1974,  the  capiul  costs  of 
public  housing  activities  have  been  financed  through  short-term  tax-exempt 
securities  issued  by  public  housing  authorities  (PHAs).  Full  principal  and 
interest  payments  for  these  securities  were  made  by  HUD  from  its  subsi- 
dized housing  appropriations  to  amortize  this  debt  over  periods  of  up  to  40 
years.  The  PHA  notes,  however,  matured  in  less  than  one  year,  necessitat- 
ing continuous  issuing  of  new  notes  to  refinance  the  remaining  principaL 
Provisions  in  the  Deficit  Reduction  Act  of  1984  called  into  question  the  tax- 
exempt  status  of  these  securities.  As  a  result,  PHAs  have  been  unable  to 
sell  any  securities  since  September  1984.  Therefore,  HUD— using  funds  bor- 
rowed from  the  Treasury— has  been  extending  direct  loans  to  PHAs  to 
redeem  all  maturing  notes  with  cash  as  well  as  to  finance  any  new 
activities.  By  the  end  of  1986,  the  total  amount  of  these  direct  loans  to 
PHAs  will  amount  to  an  estimated  $17.3  billion. 

In  its  fiscal  year  1986  budget,  the  Administration  has  proposed  to 
forgive  all  outstanding  loans  to  PHAs  associated  with  the  redemption  of  the 
short-term  securities,  as  well  as  any  future  loans  designed  to  finance 
activity  for  which  funds  have  been  reserved  with  1985  or  prior-year  budget 
authority.  Loans  extended  by  Treasury  to  HUD  associated  with  these 
activities  would  also  be  forgiven.  This  action,  which  would  require  legisla- 
tion, would  free  up  those  outstanding  balances  in  the  subsidized  housing 
account  originally  reserved  to  pay  off  the  principal  and  interest  on  the 
short-term  tax-exempt  securities  over  long  periods  of  time.    These  funds— 


1.  Traditionally,  rescissions  have  been  associated  with  recaptures  of  units 
in  the  pre-construction  pipeline,  as  well  as  with  deobligation  of  funds 
for  programs  that  were  being  phased  out  and  whose  units  were  being 
converted  to  other  programs. 
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amounting  to  $23  bilUon  in  1985  and  another  $3.8  bUlion  in  19S4-would  be 
recaptured  and  rescinded,  accounting  for  a  major  portion  of  the  large 
decrease  in  1985  and  1986  in  the  outstanding  "housing  debt"  portrayed  in  the 
chart.  Future  construction  and  modernization,  authorized  from  1986  on, 
would  be  financed  with  direct  up-front  capital  grants. 

In  interpreting  the  ultimate  impact  of  the  Administration's  refinancing 
proposal,  it  should  be  kept  in  mind  that  overall  cosu  to  the  federal  govern- 
ment would  be  little  changed.  The  forgiveness  of  the  direct  loans  to  PHAs 
would  have  little  effect  on  overall  federal  costs,  because  under  both  the 
earlier  tax-exempt  note  scheme  and  the  current  direct  loan  system,  the 
federal  government  pays  off  the  principal  and  interest  for  the  capital  cost 
of  public  housing  through  the  appropriations  provided  to  the  subsidized  hous- 
ing account.  Thus,  forgiving  the  direct  PHA  loans  and  the  associated  HUD 
borrowing  from  Treasury,  coupled  with  rescinding  the  means  to  repay  these 
loans,  would  simply  represent  canceling  intra-govemmental  tranUers  of 
funds.  Therefore,  the  decrease  in  outstanding  balances  of  $23  billion  in  1985 
and  another  $5.8  billion  in  1986  would  not  represent  real  savings  to  the 
federal  government. 

Trends  in  Number  of  Families  Assisted 

Over  the  fiscal  years  1982-1985,  the  total  number  of  occupied  assisted 
housing  units  (the  other  item  of  information  shown  in  the  HUD  chart)  will 
increase  by  681,000— from  3,297,000  at  the  beginning  of  fiscal  year  1982  to 
an  estimated  3,978,000  by  the  end  of  fiscal  year  1985.  The  nurhber  of 
assisted  households  is  projected  to  grow  by  an  additional  186,000  in  1986  as 
a  result  of  commitments  still  in  the  processing  pipeline,  reaching  4,164,000 
by  the  end  of  1986  (see  Table  2).  2/  Thus,  over  the  entire  1982-1986  period, 
the  number  of  occupied  units  is  projected  to  grow  by  867,000.  During  this 
same  period,  the  total  number  of  net  additional  subsidy  commitments 
made— actual  figures  for  1982-1984,  and  Administration  estimates  for  1985 
and  1986~would  total  302,000. 

Therefore,  new  assistance  commitments  made  during  the  1982-1986 
period— net  of  conversions  from  one  assistance  device  to  another,  and  de- 
obligations  of  units  in  the  processing  pipeline— would  account  for  only  about 
one-third  of  the  projected  growth  in  the  number  of  occupied  imits  during 


An  additional  24,000  units  for  which  funds  were  reserved  with  pre- 
1986  budget  authority  would  remain  in  the  pipeline  after  1986,  accord- 
ing to  Administration  estimates. 
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that  period.  The  remainder  of  the  projected  growth  in  the  number  of  house- 
holds assisted  would  be  accounted  for  by  assistance  commitments  made 
prior  to  fiscal  year  1982. 


Housing  Debt  Versus  Number  of 
Families  Assisted 

While  the  number  of  families  assisted  has  been  increasing  in  recent 
years  at  a  significant  pace,  the  "housing  debt"  has  been  decreasing,  even 
when  one  abstracts  from  the  public  housing  refinancing  proposaL  Several 
factors  contribute  to  this  phenomenon.  First,  most  of  the  newly  assisted 
families  are  being  supported  with  funds  that  were  reserved  prior  to  1982, 
thus  drawing  down  the  stock  of  outstanding  balances  that  were  set  aside  for 
that  purpose. 

Second,  as  Secretary  Pierce  pointed  out,  in  recent  years,  the  average 
amount  of  new  budget  authority  added  annually  to  fund  new  assistance 
commitments  has  been  lower  than  in  the  pre- 1982  period.  This  is  because 
households  for  whom  commitments  were  made  since  1982  are  being  assisted 
with  a  different  mix  of  housing  programs— primarily  with  the  Section  8 
existing-housing  and  voucher  programs,  rather  than  with  more  expensive 
new-construction  programs.  Relative  to  the  typical  mix  in  pre-1982  years, 
this  new  mix  requires  a  lower  amount  of  budget  authority  per  household 
because:  (1)  the  average  annual  subsidy  per  household  is  lower  due  to  lower 
rents  in  existing  housing;  and  (2)  the  average  number  of  years  for  which 
funds  are  now  being  reserved  is  substantially  less.  3/  In  1981,  for  example, 
the  average  amount  of  budget  authority  set  aside  for  each  assistance 
commitment  amounted  to  about  $95,000,  and  the  average  term  of  assistance 
was  about  20  years.  Under  the  1985  program  mix,  the  amount  of  budget 
authority  reserved  per  assistance  commitment  will  average  an  estimated 
$63,000,  providing  assistance  for  an  average  of  13  years. 


Another  small  contributing  factor  is  that,  under  the  new  voucher 
program,  funds  are  being  reserved  based  on  regulations  requiring 
households  to  contribute  30  percent  of  their  income  toward  rent  as 
opposed  to  25  percent  in  previous  years,  reducing  the  budget  authority 
requirement  for  each  household. 
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TABLE  1.      UNFUNDED  BALANCES  FOR  HUD  HOUSING  ASSISTANCE  PROGRAMS, 
1982-1986  (In  billions  of  dollars) 

Actual 

Administration 
Estimate 

1982 

1983 

1984 

1985 

1986 

Without  Pii>lk: 

Housing  Refinancing  Proposal 

Start  of  Year 

239.9 

243.1 

241.5 

238.9 

234.7 

New  Authority 
Rescissions 
Lapsing  Authority  a/ 
Liquidations 

17.4 
-5.2 
-0.6 
-8.4 

8.7 
-0.3 
-0.7 
-9.3 

9.5 

-1.2 

-0.7 

-10.3 

10.8 

-3.0 

-0.7 

-11.2 

0.5 
-0.9 

-12.4 

End  of  Year 

243.1 

241.5 

238.9 

234.7 

221.9 

With  Pii>iic  Housing  Refinancing  Proposal 

Start  of  Year 

Unfunded  Balances 

239.9 

243.1 

241.5 

238.9 

211.8 

Net  Change  from 

Above  Activities 
Proposed  Rescissions 

3.3 

-1.6 

-2.6 

-4.2 
-23.0 

-12.8 
-5.8 

End  of  Year 

Unfunded  Balances 

243.1 

241.5 

238.9 

211.8 

193.2 

SOURCE:    Appendices  to  the  Budget  of  the  United  States  Government. 
NOTE:         Details  may  not  add  to  totals  because  of  rounding. 
a.        Net  of  restored  authority. 
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TABLE  2.  TOTAL  UNITS  OCCUPIED  AND  NET  NEW  ASSISTANCE 
COMMITMENTS  MADE  ANNUALLY  UNDER  HUD  HOUSING 
ASSISTANCE  PROGRAMS,  1982-1986  (Households  in  thousands) 


Administration 

Actual Estimate  Total 

1982  1983  198^  1985  1986      1982-86 


Units  Occupied 

Start  of  Year  3,297         3,508         3,727         3,860         3,978 

Newly  Occupied         210  219  133  118  186         867 

End  of  Year  3,508         3,727         3,860         3,978         4,164 

Net  New  Commitments  Made  Aimuaily  a/ 

56  54  94  96  2         302 

SOURCE:  HUD  Budget  Justifications 

NOTE:       Details  may  not  add  to  totals  because  of  rounding. 

a.        Net  of  conversions  of  units  from  one  program  to  another,  and  net  of 
deobligations  of  units  in  the  processing  pipeline. 
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BRUCE  f.  VfNTO  Si'i^'?!SSS*«SS 


}«U  lUTSum  NOWM  0»»K.I  tUHOMC 

wasnnm;ium.dc  k>»i» 

eitTMCT  o*nci 

MMWIM 

MfAMPMBnMU 

«MMlftST«lT 

SASHMM.  MMNIS01A»SI0« 


CongresB  of  the  Bnited  States 

lloiiBt  Of  KcprtBcntatiDcs 
Wuhmgton,  B.C.  20515 

August  24,   1984 


NOUSf  unci  COMMITTII 


Bonocablc  Saauel  Pierce 

Secretary 

Depertaent  of  Bousing  end 

Urben  Developaent 
451  Seventh  Street,  S.W. 
weshington,  O.C.  20410 

Deer  Nr.  Secretary s 

It  IMS  been  brought  to  vy  attention  that  the  Oepartatnt  of  Bousing  and 
Orban  OfitvelopMent  has  received  two  applications  for  Drban  Oevelopaent 
Action  Grants  which,  if  approved,  could  have  serious  and  adverse 
econoaiic  consequences  for  sy  district. 

An  application  has  been  aubnitted  by  Wilmington,  North  Carolina  and 
will  be  submitted  by  a  city  in  Alabama  which  would  facilitate  the 
relocation  of  the  crane  manufacturing  operation  of  American  Boist  and 
Derrick  Company.  Amhoist  is  a  well  established  firm  that  has  been  in 
St.  Paul  for  over  100  years  and  presently  employs  530  workers.   It  is 
ly  understanding  that  the  Wilmington  and  Mobile  applications 
contemplate  using  the  UDAG  to  transfer  the  Amhoist  crane  manufacturing 
operation  and  most  of  the  jobs  from  St.  Paul  to  these  new  locations. 

As  you  know.  Section  119(h)  of  the  Bousing  and  Community  Development 
Act  of  1974,  as  amended,  specifically  prohibits  the  use  of  ODMS  funds 
for  relocation  of  an  eiisting  facility.  Your  evaluation  of  these 
applications  should  include  an  investigation  as  to  whether  these 
projects  would  violate  the  provisions  of  Section  119(h). 

The  people  of  St.  Paul,  Minnesota,  our  business  community  and  the  city 
have  benefited  greatly  from  the  UDAG  program.  Bowever,  our  success 
has  been  the  result  of  a  business,  labor  and  government  partnership 
which  has  worked  hard  to  create  new  industries,  new  jobs  and  new 
businesses.  I  expect  that  you  will  impose  the  same  job  creation 
requirements  on  the  Wilmington  and  Alabama  applications  as  you  have 
required  from  St.  Paul  for  our  UDAG  projects. 

I  appreciate  your  attention  to  my  concern  on  this  matter,  and  I  look 
forward  to  your  response. 

Sincerely, 


Bruce  F.  Vento 
Member  of  Congress 


BPV/ldp 
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US  I'JM'AfnMtNl  Ol  HOUSlN(i  ANDlJMIlANDI  VIlOPMENT 

THt  MCHt  I  AMY 

WASHlNC.U»r;  !»■     .1.410 


September  10,  1984 


Honorable  Hruce  F.  Vento 
House  of  Ref^resentatives 
Washington,  0.  C.   20515 

Dear  Mr.  Vento: 


T-iank    yow    for    your    letter   of    August    7A,    1984, 
re^j  iriiiii«3    y.y.ir   opposition    to  UI)A»"i   applications 
from  'Wilmington   NorUi   Carolina    and   a   city    in 
Alabama.      My   staff    is    looking    into   the  matter   and 
we   will    provide   you   a    full    response  as    soon   as 
possible. 


.Samuel    R.    Pkerce,  'Jr. 
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• « 1 .3  arn«  ASSsiMtf  xcwTMv  Pon 


SLi'  -Z  D  tiiW 


ilonorablc  Bruce  F*  Vcnto 
Hou»*  of  Reprc»cntatlvc« 
WathlftFton,   D.C.   20515 

Dtar  Hr«  Vcnto: 

Thmtk   yoa  for  your  Auguoc  24,  1964  lector  to  Socrocavy  Viotto 
concomlnf  on  Urboo  Dovolopaooc  Action  Croat  (UDiAfi)  o^licatiott 
•ubaittod  by  tbo  City  of  Ullalngton,  north  Corolioo  oai  o  yropoood 
•f>plicotloii  to  bo  oubolttod  by  the  City  of  Mobllo,  Aloboao. 

fovlcv  of  tbooo  oppllcotiono  will  locliido  •  corofol 
invootlgatlon  of  the  pooolblo  relocation  of  iobo  froa  St.  Foul*  RCD 
will  not  ▼lolote  Action  119(b)  of  the  Hounlnx  and  Coanmlty 
DevelorBont  Act  of  1^74,  as  oaendod. 


Sincerely,  ^' 


/— '•■«  V--7 


£ 


Tone  Id  G.  T)odff0 
reputy  Aaal stent  Secretory 
for  Progren  MaaoKowent 
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'*"*'*•  Concrtss  of  the  United  3tatt«        -.=--~:r:r. 

—  tiottsc  of  Kcprcscntatitics 

•"'^i;::}rTi:'^'-  Washington.  D.£.  20515 

January  17,  1985 

Honorable  Samuel  Pierce 

Secretary 

Department  of  Mousing  and 

Urban  Development 
451  Seventh  Street,  S.W. 
Washington,  D.C.  20410 

Dear  Mr.  Secretary: 

I  am  writing  to  you  concerning  the  recent  U.D.A.G.  grant  awarded  to 
Wilmington,  North  Carolina  for  the  location  of  an  Amhoist  crane 
manufacturing  operation. 

As  you  are  aware,  I  have  been  most  concerned  that  the  application  and 
award  of  this  grant  would  result  in  the  relocation  of  an  existing 
St.  Paul  facility  with  a  signficant  loss  of  jobs.   Such  a  development 
would  be  in  clear  violation  of  Section  119  (h)  of  The  Housing  and 
Community  Development  Act  of  1974,  as  amended. 

Initially,  serious  concerns  did  exist  which  caused  your  Department  to 
hold  this  grant  for  review.   Only  after  the  enclosed  exchange  of 
correspondence  between  my  office  and  Amhoist  was  shared  with  the 
Department  were  these  concerns  mollified. 

In  its  November  28,  1984  letter  to  me  the  Chief  Executive  Officer  at 
Amhoist  made  a  commitment  that  "at  least  seventy-five  percent  of  the 
763  crane  related  jobs  traditionally  and  presently  performed  in 
St.  Paul  will  remain  here."  Based  on  this  letter,  and  other  HUD/UDAG 
requirements,  the  Department  proceeded  with  the  U.D.A.G.  grant. 

January  11,  1985,  Amhoist  announced  the  intended  layoff  of  over  500 
St.  Paul  employees  and  the  intent  that  future  crane  manufacturing 
occur  only  outside  Minnesota.   The  impact  of  this  layoff  and  future 
plans,  as  reported  by  the  enclosed  news  reports,  are  not  in  agreement 
with  Amhoist's  commitments   Based  on  a  January  15  conversation  I  had 
with  Mr.  Nassau,  Ch  ef  Executive  Officer  for  Amhoist,  it  is  clear  that 
the  Amhoist  letter  of  November  2  8,  1984,  was  misleading.   In  that 
letter  Amhoist  failed  to  make  it  claar  that  300  current  positions  in 
the  St.  Paul  "locomotive  crane"  production  were  excluded  from  the 
number  of  crane  related  jobs. 

The  500  person  layoff  proposed  by  Amhoist  will  have  a  significant 
impact  on  the  St.  Paul  economy.   In  effect,  the  St.  Paul  facility  will 
not  retain  a  crane  manufacture  capacity,  the  existing  f abricat intj, 
•:i!;L;c*rTibly,  snipping,  and  locomotive  crane  manufacturing  and  the  related 
^00  job::  will  be  |>hu::cd  out  in  the  next  6  weeks. 
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Nr.  Secretary,  the  Wilnington  Amhoist  U.D^A.C*  ^rant  is  a  Vkt>iAtiY)t1  ^l 
the  provisions  ot  Section  119  (h) ,  as  amended.   The  Mihoiftt  aubMl^^^d 
iiiCor»ation  and  responses  to  our  re<jattt  Cor  future  plana  and  ^h« 
iiu»kH:rs  as  they  atfect  jobs  and  operationd  in  its  8t»  Paul  facility 
have  not  revealed  their  true  intent  or  impact,   your  Departmeht»  the 
nayor  of  St.  Paul  and  I  have  tried  to  work  with  Amhoiat  to  detelrtnihe 
the  full  and  complete  impacts  on  the  St.  Paul  faeility  and  comt>llahte 
with  tbe  law.  However,  we  have  never  been  provid«d  with  the  full 
details  nor  clear  data  from  Amhoiat.   In  tht  Afliholat  letter  of 
September  12,  1984,  to  Mr.  William  Parr  is,  City  Manager »  City  of 
Wilmington,  Hr.  Nassau  stated  that  twanty-fiva  to  thirty  lobs  would  b« 
transferred  to  Wilmington.   This  latter  was  included  In  the  Wilmington 
U.D.A.G.  application  request  and  the  twenty-five  to  thirty  figure  was 
useo  by  your  Department  for  the  Section  119  (h)  determlnatloh*   Ih 
response  to  my  letter  of  November  15,  1984,  Amhoiat  Stated  a  job  loss 
of  no  more  cban  twenty-five  percent  of  76  3  current  fit.  Paul  jobs  or 
191  3obs.   Now  Amhoist  has  announced  layoffs  of  nearly  $00  ejtisting 
}obs  m  St.  Paul  as  a  result  of  this  move,  a  figure  that  is  twenty 
times  greater  than  the  original  job  loss  figure  provided  to  HUD. 
Fjrtnermore,  this  new  Amhoist  information  and  its  actiOfis  make  It 
clear  that  the  locomotive  crane  manufacture  now  performad  In  St^  PHtiit 
iji.   scheduled  &o  be  relocated  in  Wilmington, 

In   Iiqtic  at   this  significant  disparity,  X  strongly  urge  y^f 
OeL^arcmenc  to  review  the  Wilmington  U.D.A.C.  award  to  4et#/mif^«  the 
true  impacts  ot   this  grant  upon  the  Amhoist  ft,  P*ul  feoility  attS  t6 
taae  all  poamuile  Mid  appropriate  steps  to  insure  eom^lia^e  wHtt   th# 
law.  Since  Amhoist  is  initiating  and  planning  thete  layoff*  o^tft   th4f 
nest  eigne  wmmiiSr  your  timely  response  is  essemtial^ 


ttPV/C 


iWfce  P.  7< 


Vento 
Wember  at  Canqc^*^ 
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U  S  DLPARl  MtNT  OF  HOUSING  AND  URBAN  DEVLLQPMENT 

THE  SbCRElARY 

WASHINGTON.  DC  ?0410 


January  23,  1935 


Honorable  Bruce  F.  Vento 
House  of  Representatives 
Washington,  D.  C.   20515 

Dear  Mr.  Vento: 

Thank  you  for  your  letter  of  January  17,  1985, 
concern in<j  the  Urban  Development  Action  Grant 
awar«led  Wilmin^^ton  North  Carolina  for  the  Amhoist 
crane  manufacturing  project.   My  staff  is  looking 
into  the  matter  and  we  will  provi<le  you  a  full 
response  as  soon  as  possible. 


Samuel  R.  Pierce,  Jr 
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^THE  SECRETARY  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHINGTON.  O.C    20410 

^  March  7,  1985 


Honorable  Bruce  F.  Vento 
House  of  Representatives 
Uashington,  D.C.  20515 

Dear  Mr.  Vento: 

Thank  you  for  your  letter  of  January  17,  1985  requesting  further 
review  of  the  Departaent's  Urban  Development  Action  Grant  (UDAC)  award 
to  Uilaington,  North  Carolina  for  the  Aaholst  facility.  The  additional 
inforaation  you  have  brought  to  our  attention  regarding  possible 
violation  of  provisions  of  Section  119  (h)  raise  important  questions. 

UDAG  staff  are  currently  conducting  an  in-depth  review  of  this 
project  with  particular  attention  to  the  cause-and'effect  relationship 
between  the  UDAC  funded  Aahoist  facility  in  Vilaington  and  Aiohoist's 
announced  closing  of  the  St.  Paul  facility.  The  review  will  be  concluded 
shortly  and  the  results  will  be  cosBunicated  to  you  as  soon  as  they  are 
avaiUble. 

I  appreciate  your  interest  in  this  aatter. 


Saauel  R.  Pierce »  Jr.       ^ 
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CongresB  of  the  Bniteil  ^tatCB 

tloose  of  UcprestntatiDCB 
^SHuMgton,  B.C.  20515 

February  8r  1985 


Honorable  Samuel  Pierce 

Secretary 

Department  of  Housing  and 

Urban  Development 
451  Seventh  Street,  S.W. 
Washington,  D.C.  20410 

Dear  Mr.  Secretary: 

He  are  writing  to  bring  to  your  attention  new  evidence  we  have 
received  which  has  a  direct  bearing  on  the  Departnent's  investigation 
of  the  Wilmington/ Amhoist  Urban  Development  Action  Grant.   This 
information  clearly  demonstrates  that  Amhoist  intends  to  use  proceeds 
from  this  grant  to  relocate  jobs  from  St.  Paul  to  Wilmington. 

The  accQi^panying  information  are  internal  company  documents  which  were 
rece  vv6  by   Congteaem^f)  Vento  fl  off  te»   The  infocmation  incli^dea 
crane  production  ech^cSuleB  for  the  Amhoist  Wilmington  plant   As  you 
can  Bcei  during  the  next  ID  months  Amhoist  plans  to  produce  27  cranes 
from  the  ZflClr  SSiU.   A^d  9QQ   se  lea  in  (fiimngton    n  the  absence 
cf  thlB  grant,  all  of  chese  cianes  would  be  produced  in  St.  Paul.  Ne 
believe  that  this  nfornatlon  providefi  the  Department  of  Housing  and 
Urban  Development  with  incontrover't  bit  evidence  that  Amhoist  intends 
to  use  the  grant  to  relocate  its  crane  production  facility  from  St. 
Paul  to  Wilmington,  North  Carolina. 

We  feel  Amhoist  has  not  been  candid  with  the  Department  nor  with 
Congressman  Vento  concerning  the  poaaible  relocation  of  the  St.  Paul 
plant  and  its  oba    n  its  July  30  U.D,A,G.  applicationr  Amhoist 
stated  that  2S   jobs  vill  be  transferred  to  Hllmington,   On  November 
28,  Amhoist  wrote  In  response  to  a  lettei:  from  congteasm^in  Vento  that 
75%  of  the  crane  related  ^oba   would  remain  in  St.  Paul.   Finally,  on 
January  lit  AjnholDt  publicly  announced  that  all  crane  related 
manufacturing,  production,  fabrication  and  ae^enMy  ^oba  would  t>e 
lost.   Fully  SOC  St,  Paul  wottters,  virtually  the  entire  st  Paul  plant 
crane  assembly  work  force,  are  scheduled  to  i^e  out  of  a  job  by  April 
1.   In  six  short  months,  the  projected  job  loss  in  St.  Paul,  as  a 
direct  result  of  this  grant,  has  increased  by  20  fold. 

The  public  announcement  of  January  11  contained  with  the  Wilmington 
production  schedule,  clearly  shows  that  Amhoist  has  every  intention  of 
continuing  production  of  cranes  which  have  been  built  in  St.  Paul, 
The  700,  800  and  900  ccmiefi  wil   continue  to  rol   o   the  assembly 
line.   In  fact,  these  c   anes  will  ^e  made  with  the  machinery  and 
equipment  from  the  St.  Paul  plant  which  Affihaist  is  moving  to 
Wilmington.   As  a  result  of  this  u  D  A.C,   these  cranes  will  be  built 
in  a  federally  assisted  facility  in  wiiAington  and  the  skilled  men  and 
women  who  previously  made  these  cranes  will  be  standing  in  the  St. 
Paul  unemployment  lines. 
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Amhoist  undoubtedly  wishes  to  gain  economies  of  scale  and  consolidate 
operations  in  order  to  produce  a  lefts  coetly  product.   These  are 
understandable  corporate  goals.   The  putpoae  of  ^he  U.D  A.G.  Program 
is  not  a  niflnufacture  conBoiidation  proqiam,  but  rather  *.2?  „  "J^i 
program.   These  actiona  cannot  legally  be  accompliflhed  with  U.D.a.g. 
funds.   As  you  know,  thera  m  oothinq  which  prohibits  Ajohoist  from 
moving  its  entire  St.  Poul  plant  to  Wilmington,  North  Carolina,  if  it 
is  totally  privately  Unariced.   Howevct.  Amhoist  has  solicited  direct 
federal  governiPfint  afiaietance  for  its  new  Wilmington  plant   There  are 
specific  clear  cond  tiona  under  which  they  teccive  this  federal  help. 
The  antl-pltatlng  provision  of  119  (h)  i«  one  of  the  conditions 
specified  by  the  aw   Other  commun  tieB  and  companies  have  made 
excellent  use  of  this  program  and  have  obeyed  the  spirit  and  letter  of 
the  law;  Amhoist  Cotporation  s  required  to  do  no  less. 

As  Chairmen  and  members  of  the  Committee  and  Subcoiomittee  of 
jurisdiction  for  HUD.  and  the  U  D.A.G.  program,  we  be  leve  this 
Information  raises  £e  ioja  questions  concerning  the  oepactment  s 
polic  es  designed  to  insure  that  U  d^A.G  recipients  comply  with  the 
requitements  oC  1  9tbJ    since  August  Congreaeman  Venco  has 
repeatedly  raised  these  concerns  to  the  Department  and  with  Amho  st 
Corporation.   The  Wilmington  U.d  A.G.  application  contained  a  actual 
list  of  equipment  which  Amhoist  is  moving  to  the  new  Wiloington  plant. 
More  than  ftOI  of  that  equipment  is  to  be  remo^^ed  f  om  the  St  Pau 
plant.   Congreesmaa  Vento  s  office  even  provided  doc u meditation  to  show 
that  the  serial  numbers  of  this  equipment  matched  the  equipment  now  in 
use  in  Amhoist's  St.  Paul  crane  msnuf actute  facilities.   The  transfer 
of  this  equipment  leaves  the  St.  Paul  plant  without  any  crane 
production  capacity.   Despite  the  fact  that  the  Department  posieased 
this  equipment  list,  preliminary  approval  was  given  for  this  grant  and 
has  continued 

Congreasman  vento's  January  17  letter  and  the  Amhoist's  public 
snnouncement  of  January  11  provided  the  Department  with  Irrefutable 
evidence  that  the  entire  crane  production  operation  at  St.  Paul  would 
be  shut  down.  The  information  accompanying  this  letter  documents  that 
Amhoist  intends  to  relocate  production  from  St.  Paul  to  Wilmington. 

He  have  shown  that  Amhoisti  (1)  is  moving  the  equipment  from  the  St. 
^aul  plant  to  Wilmington;  (2)  that  the  St.  Paul  plant  is  to  be  closed; 
and  t3j  that  the  production  previously  occurring  in  St.  Paul  will  b« 
transferred  to  Wilmington.  What  more  evidence  does  the  Department 
need  to  rescind  this  grant? 

The  docunentation  which  Cong tea aman  Vento  has  provided  to  the 
DffpartMnt  a  e3!«ctly  the  kind  of  infocniatlon  which  the  Department 
should  compile  itEeiC    The  I>epartflient  of  Housing  and  urban 
Development,  not  Congress,  ia   charged  with  enforcement  of  119(h). 
Unless  the  {>epa  tjnent  has  obtained  infornat  oh  wh  ch  it  has  not  shared 
with  Congress,  we  feel  the  information  the  Department  has  received 
from  us  is  sufficient  to  warrant  the  CAnceliation  of  this  grant. 
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We  urge  you  to  examine  these  documents  carefully  and  specifically 
request  that  you  report  to  us  what  actions  the  Department  has  taken  as 
a  result  of  this  letter*  the  accompanying  documents,  and  previous 
correspondence  with  you. 


We  look  forward  to  your  prompt  reply 


^feL^  a^/4«.~^«— 


"^Fernand  J.  St  Germain     Henry  Bf  Gonza 


Chairman,  Committee  on 
Banking,  Finance,  and 
Urban  Affairs 


3UuS^ 


Chairman, 
Subcommittee  on 
Housing  and  Community 
Development 
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Daacription  of  Documcntg  Epcloacd 

This  information  is  taken  from  an  internal  nemo  signed  by  Rick 
0*Connell«  naster  scheduler  and  dated  1/21/85  (cover  page  enclosed). 

Th«  docuKient  entitled  IM  S£i^e&  &fihfiduifi  tfiimliigi.SL  is  the 
ttiimington  production  schedule  fot  13  separate  700  aeries  cranes. 
This  pi:oductlon  schedule  reveals  the  shop  order  numbei*  the  crane 
model  nunber  custoner*s  nane,  the  scheduled  date  to  begin  and  finish 
production  of  each  crane*  and  the  shipping  date. 

This  production  schedule  demonstrates  that  Amhoist  intends  to 
continuously  produce  these  cranes  in  Wilmington  throughout  the  entire 
time  period  covered  by  this  production  schedule.  The  700  series  crane 
production  is  scheduled  to  be  done  in  Wilmington  at  least  through 
November  1985. 

The  700  series  crane  has  been  made  in  St.  Paul  for  more  than  15  years. 

The  document  entitled  iQIl  ££iiefi  SfUtfij^ule  Wilmington  is  the 
Hilmington  plant's  production  Hchedule  for  13  separate  900  series 
cranes.  This  p£:oduction  schedule  reve^ilG  the  shop  order  number*  the 
crane  model  number*  customer's  name  if  available,  the  scheduled  date 
to  begin  and  finish  production  of  each  crane  and  the  shipping  date. 

This  production  schedule  demonstrates  that  Amhoist  intends  to 
continuously  produce  theee  ctanes  in  Wilmington  throughout  the  entire 
time  period  covered  by  this  ptoduction  schedule.  The  900  series  crane 
production  is  scheduled  to  be  done  in  Wilmington  at  least  through 
November  1985. 

The  900  series  crane  has  been  made  in  St.  Paul  for  more  than  20  years. 

The  document  entitled  flOfl  SfijLifiA  schedule  IlLiOiAStao  is  the 
Wilmington  plant's  production  schedule  for  a  single  aoo  series  crane. 
The  production  schedule  reveals  the  shop  order  number,  the  crane  model 
number*  customer's  name  if  available*  the  scheduled  date  to  begin  and 
finish  production  of  the  crane  and  the  shipping  date. 

This  production  schedule  demonstrates  that  Amhoist  intends  to  produce 
this  crane  in  Wilmington.   If  the  Wilmington  plant  was  not  available 
this  crane  would  have  been  produced  in  St.  Paul. 

The  800  series  crane  has  been  made  most  recently  in  St.  Paul. 

The  document  entitled  .&a£(-SGli£S_SGh£duIfi-mimXnaXaQ  is  the 
Wilmington  plant's  product  on  schedule  for  S  secies  500  cranes.   The 
production  schedule  reveals  the  ahop  order  number ,  the  crane  model 
number,  customer  name,  if  available  the  BCheduled  date  to  begin  and 
finish  production  of  these  cranes  and  the  sh  pping  date. 

The  500  series  crane  has  traditionally  been  made  at  the  St.  Paul  plant 
and  at  other  locations. 

This  production  schedule  demonstrates  that  Amhoist  intends  to  produce 
this  crane  in  Wilmington.  If  the  Wilmington  plant  was  not  available, 
some  of  the  cranes  would  have  been  produced  in  St.  Paul. 
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The  two  documents  entitled  700  Crawler  final  Afiaenbly  Schedule  show 
the  production  schedule  for  a  single  crane  (build  order  tC-10745) . 
The  same  crane  (build  order  *C-10745)  also  appears  in  the  700  Seiriea 
Schedule  Wilmington,   The  dates  for  "on  line"  and  "ship"  from  the 
1-21-85  revised  schedule  match  the  dates  on  the  700  Series  Schedule 
for  the  first  700  series  crane  to  be  produced  in  Wilmington. 

Tne  two  page  document  entitled  900  Crawler  Final  Aaaenbly  Schedule 
shows  the  production  schedule  for  4  series  900  cranes  (build  order 
numbers  10749,  10748,  10752  and  10751).  Three  of  these  cranes  (build 
order  numbers  10748,  107  52  and  10751)  also  appear  in  the  document  iAQ 
Crawler  Final  Assembly  Schedule  as  the  first  three  900  series  cranes 
to  be  produced  in  the  Wilmington  plant.   The  "on  line"  and  "ship" 
dates  for  build  *10751  are  the  same  on  both  the  pinal  Aas^mbly 
Schedule  and  the  Series  Schedule,   There  is  a  two  week  difference 
between  the  "on  line"  and  "ship"  dates  for  build  order  #10748. 
Presumably,  build  #10749  was  constructed  in  St.  Paul. 

The  document  entitled  Crawler  and  Truck  Crane  Bulletin  Schedule 
shows  two  previously  completed  cranes  being  held  as  inventory  in 
Wilmington. 

The  final  document  is  an  internal  Amhoist  memorandum  from  Roger  (Skip) 
Ohman  to  Bill  Hobbs  and  Bob  Clark.   It  is  dated  January  2B,   1985 r  and 
is  a  progress  report  on  the  initial  operations  and  renovation  of  the 
Amhoist  Wilmington  plant.   The  most  relevant  items  in  this  document 
are  I  6  (a)  and  (b)  and  II  3  (a),  (b)  and  (c) .   Item  I  6  (a)  shows 
that  an  800  series  crane  has  been  assembled  in  the  Wilmington  plant. 
16  (b)  shows  that  assembly  has  begun  on  a  series  500  crane  in  the 
Wilmington  plant.   Items  II  3  (a),  (b)  and  (c)  show  that  Amhoist 
intends  to  assemble  and  test  800  series  locomotive  cranes,  continue 
assembly  of  series  500  cranes  and  begin  production  of  series  700 
cranes  in  the  Wilmington  plant. 
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CRAWLER  AND  TRUCK  CRANE  BUILDING  SCHEDULE 

Machines  frm  previous  periods  that  are  in  proctu.  built  and  In  stock,  or  held  fey  Sales. 
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\ 

ntlOid^  AMftlCAH    HOIfT    *    Om.CK    COMPANY     43  SOUIH  «0.i«I  »..!.».  U    'AUl.  MH   ^■,• 


TO:BlirBobb.&  Bob  Clack  REFERENCE: 


FROM:iu>gdr   (Skip)  Otaan  ^       /  ""^^ 

WJECT:    txti'xutixa  Suaaary 
DATE:   J^uary  28,   1985 


SUBJECT:    BxeijutUa  SuMary,  Wil«ington  Plant  COPIES  TO: 


Majot  Progreas  |  ^  .  ,  * 

}  .  .. -^ 

1^  Our  last  coordlnacLon  t«|,ui  aeetlng  was  held  tttm  8:00  a-.n.  to 
'  -5:00  p.a.  on  Tuesday,  January  22.  At  this  aeeting  vc^revlawed: 

**'  ^  "~  u .  Oranga  Book  Review.  V   -  • 

b.  Review  status  production  requirenents.  ^ 

c  Review  status  of  Miller  progress. 

(i.  Site  visit  ami  review.  ^ 

V.  Other  significant  developments. 

f.  Jerry  Strickland  (traininii^  i  Duke  Fuehrer-reviewed  &  explained   ***■ 
^      training  vilAstciiiea. 

t.     Ton  Rondot  (accounting)  &  Mark  Mets-reviewed  &  explained  account \r>g 
milestones. 

2.  Wf  established  future  meeting  schedules  for  the  project  coordination  team. 

February  5,  1985  -  8:00  a.m.  -  St.  Paul  -  6th  Floor 
February  19.  1985  -8:00  a.m.  -  Wilmington  Plant 

March  20,  1985  -8:00  a.m.  -  Wilmington  Plant 

April  24,  1985  -8:00  a.m.  -  Wilmington  Plant 

Kay  22,  1985  -8:00  a.m.  -  Wilmington  PUnt 

June  19,  1985  -8:00  a.m.  -  Wilmington  PUnt 

July  24,  1985  -8:00  a.m.  -  Wlj^mington  Plant 

3.  .lajor  construction  progress 'ftr  of  January  28  con^^sted  of: 

(.1)  Mnin  Admin.  Illdg.  is  75Z  complete. 

(h)  Original  13  foundations  Is  85Z  complete. 

(c)  All  engineering  for  foum  ition,  bldgs.,  etc.  is  90X 

Ci*mplete. 

(«1)  Painting  of  interior  of  ^  .g  facilities  li  75t  comitlete. 

(o)  Dovmdrops  in  main  factor>  .  air,  elect,  gases,  etc.  60Z  cnmp1ot-i. 

(f)  Modification  of  existing  nvcntory  hlilt;.  -  35X  complete. 

(k)  M.iin  cntr.in:i*  sign  up. 
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4.    Major  progress  in  tzalning 


)     We  are  oontinuing  to  develop  managers*   (transfeEOOO  and^nev  hires) 
by  specifics  of  oontiiuiijig  education  in  courses  ooverinj  tiie 
non-union  envixonent  and  worUng  in  North  Garolirai. 


(b)  One  class  of  assenblers  have  been  ocnpletsd.  < 

(c)  ^  sebond  class  of  as8eniE>lers  vrill  be  oaipleted  by  Fefcrusiy  4. 

(d)  One  class  of  fitttirs'SJLUHa:s  is  50%  ocnpplebs. 

(e)  One  class  of  machinists  have  been  started.  -^         Cr 

f 
(c)     Initiate  our  first  new  enployee  orientation  pcogian  (  8  %mk  pcograsi) . 

5.  Major  organization  progress. 

la)    Ihe  structural  departinen  -.  supervision  have  been  fiziRly  estabLished 
vdth  Marv  Mitshulis  having  a  Eugene  Harm,  JisnVtBichSBaflQO  and 
Earl  Guyton  join  hijn  as  supervisors.  ;     *  '7 

(b)  Our  first  full  time  production  enployees  %iill  faiive  started  lock  b^ 
Feb.  4-14  Ibtal.     The*/  join  our  approximately  25  office  and 
supervisors  now  en  board. 

(c)  Formal  staff  meetings  hav,a  been  initiated  at  Wilmington  between 
all  individuals  reporting  to  m6. 

(d)  Successfully  held  "Wilmington  Appreciation  Day"  thanking  KUnington 
areA. 

(e)  Have  established  change  ordar  control  system  for  oonstzuction  project. 

(f )  Have  initiated  involvemont  ot  managers  in  WiLsington  budget. 

6.  Major  production  progress. 

(3)  Oonpleted  assent>ly  of  first  870  loconotives. 

(b)  Have  initiated  asscsnbly  of  5530  Vs. 

(c>  Asserrfciy  depart?f7it  is  beijig  or^^iuzed. 
II.     Major  Next  Steps,  by  FV*ruary  19. 

1.     r^y      construction  goals  for  February  19. 

(a)  Gonplete  interior  of  jdmin.  bldg. 

(b)  Conplete  instalIat\on  of  original   13  fovindatlons  &  ecpiipnent. 
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(c)  GGii|>Iete  modi ficnt Ion  of  exlst.*.ng  inventory  bldg.  «#lth  loading 
Cocks,  acks,  ami  adjacent  ou<jdcxir  storage  area. 

(d)  IbvG  substantial  pcogxess  mrj5&  in  foundation  in  addition  to 
original  13. 

(e)  Ocnplete  MCg.  engineering  rjffioe  renovation. 

■^  i 

(f)  Skiistantial  ooniiletion  of  paint  ocxvplex  (cranes)  at  end  of 
asoout^le  depBrtincnt. 

2.  Maj0r  people  goals.  * 

(a)  Continue  to  recruit  and  train  production  peoplA.jnxxEdiri  to 
attached  training  schedule.  ^ 

(b)  Publish  handbook. 

Cc)     Publish  safety  manual. 

'd)     Bring  all  e9cistin3  cnplpyies  (office)  up  bo  date  into  oiir  ftill 
orientation  progrvn. 

(e)  izlstablish  basic  accounting  staff  (office). 

(f)  f:st£iblish  basic  pi^-^vjction  control  staff  (offix:d). 

(g)  Establish  basic  purchasing  staff  (office) . 

(h)      Initiate  en|>lo>«e  ooitnunic.\tioi>/participation  plans. 

3.  Kijor  product  goals. 

(a)  Continoo  to  assanble/test  loionotives  as  scheduled. 

(b)  Substantial  pcxx;r<iss  on  5530 's. 

(c)  Vnitiate  asaenble  of  7000  hydraulic. 

4.  "ajor  training  goals. 

(a)  initiate  full  blown  safety  training. 

(b)  .^ubTiit  initial  re  iimbursatwnt  roqufists  for  Chaining  proqraro. 

(c)  i^-oll  initial  per3onnel  into  -O.J.T."  tX)ntracts  under 
appropriated  programs. 

(d)  Fiivilixe  arrangcmmts  for  CUT  done  .ri  h-iuse. 

(c)       ^^cl'Di)  prod'.iction  s^jppoit  and  prefabriratixxi  preewplojiafint 
training. 
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5.    QrgjB^izationBl  goals. 

(a)  \Fixnly^MabLi8h  our  safety  cjmnittee. 

(b)  t^feviev  pKuyitfsa  on  minority  hiring  goals. 

*    ic)    Dfo  a  thodDoug^  review  of  pcoject  costs  to  data, 
in.    Major  Areas  of  Gbnoecn  Itat  I  Hill  Address. 

1.  Getting  foundation-  fsfurtxtction  iq?  to  data. 

2.  Fix«lizing  icvlsv  of  dates  desired  for  foundations. 

3.  CM:^^CAN  plans  for  Ittlnington. 

4.  NC  tape  n^pport  needed  for  Michine  Shop. 


Digitized  by  VjOOQIC 


2845 


iiBuct  f  v€Mio  :n':'r:i:::'::: 


miiKioffiri 

HMIM  IbU 
MANS  rMW  PI  ALf 
4<M  SM IV  STIVI  I 
I  PAUL  MMWISOIA  U 10 1 


CongrcBB  of  the  llnited  ^tatCB 

fmu  of  KeprcsmtatiDu 
IQDosldngton,  B.C.  205)5 


MOUU  ULtCt  COI 


March  11,  1985 


Honorable  Samuel  Pierce 

Secretary 

Department  of  Housing  and 

Urban  Development 
451  Seventh  Street,  S.W. 
Washington,  D.C.  20410 

Dear  Mr.  Secretary: 

I  am  pleased  to  learn  that  you  will  be  testifying  before  the 
Subcommittee  on  Housing  and  Community  Development  on  Wednesday,  March 
13,  1985. 

During  your  appearance  before  the  Subcommittee  you  should  be  prepared 
to  respond  to  questions  regarding  the  Wilmington,  North 
Carol ina/Amhoist  Urban  Development  Action  Grant.   You  should  be 
prepared  to  discuss  all  aspects  of  this  UDAG  including,  but  not 
limited  to,  the  following  questions: 

1.  What  is  the  Department's  final  decision  concerning 
the  Wilmington/Amhoist  UDAG? 

2.  What  is  the  Department's  justification  for  this  decision  in 
light  of  the  concerns  raised  by  Chairman  St  Germain,  Chairman 
Gonzales  and  myself  in  our  letter  of  February  8,  1985,  that 
this  UDAG  will  facilitate  the  relocation  of  jobs  and  facilities 
from  St.  Paul? 

3.  What  specific  actions  did  the  Department  take  to  ascertain 
whether  this  UDAG  would  facilitate  the  relocation  of  jobs  and 
facilities? 

4.  What  formal  procedures  have  been  implemented  by  the  Department 
to  make  its  119(h)  determination? 
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Mr.  Secretary,  your  appearance  on  March  13  la  alaost  two  weeks  aft«r 
the  date  your  department  promised  to  make  a  final  decision  on  this 
specific  UDAG.   It  is  a  full  month  after  you  recieved  the  letter  fro« 
Chairman  St  Germain,  Chairman  Gonzalez  and  myself.   It  is  two  months 
since  Amhoist  publicly  announced  the  shut  down  of  the  St.  Paul  factory 
and  the  permanent  layoff  of  450  employees.   Finally,  it  is  6  months 
since  I  initially  brought  my  concerns  about  the  misuse  of  this  UDM* 
grant  application  to  your  attention.   In  light  of  the  above  stated 
facts  and  the  fact  that  my  office  has  on  three  separate  occasions 
informed  the  Department  that  this  topic  would  be  the  subject  of 
questioning  at  this  hearing,  I  expect  that  you  will  be  able  to  fully 
and  candidly  discuss  this  matter  with  the  Subcommittee. 

I  look  forward  to  your  testimony  on  Wednesday. 

Sin 
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U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHM6TON.  DC.  20410 


March   11,    1985 

OmCC  OF  THE  ASSSTANT  aCCnCTARV  FOR 


Honorable  Bruce  A.  Vento 
Hotise  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Vento: 

As  HUD  continues  to  review  the  Urban  Development  Action  Grant 
(UDAG)  awarded  to  Wilslngton,  North  Carolina  for  the  Aahoiat 
facility,  a  number  of  factual  discrepancies  have  cone  to  light. 

One  important  discrepancy  is  the  estimate  of  the  number  of 
cranes  traditionally  built  in  the  Amhoist  St.  Paul  facility,  which 
Amhoist  will  build  in  the  new  Wilmington  facility. 

Amhoist  has  given  us  detailed  company  production  records  which 
show  that  two  cranes  traditionally  built  in  St.  Paul  will  be  built 
in  Wilmington.  You  have  stated  to  HUD  that  this  number  is  thirteen 
cranes.  Please  provide  me  with  the  information  used  to  make  this 
estimate  so  that  HUD  can  properly  judge  the  credibility  of  these  two 
very  different  estimates  and  resolve  the  factual  issue. 

Due  to  the  urgent  need  to  resolve  this  matter,  I  request  that 
you  respond  to  me  no  later  than  Friday,  March  15,  1985.  ^' 


A.  Tinkle 
I  Deputy  Assistant  Secretary 
^Program  Management 
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CongreBB  of  the  Biritcd  ^tatCB 

flonst  of  KcprcBcntatiDcs 
iDaBlinigton,  B.C.  295)5 

March  12,   1985 


IMIOM  IM 
MIAMV  PAMI  n  ACI 
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Mr.  Jeffrey  A.  Pinkie 
Acting  Deputy  Assistant 

Secretary  For  Program 

Management 
U.S.  Department  Of  U.U.D. 
Washington,  D.C.  20410 

Dear  Mr.  Pinkie: 

Thank  you  for  your  March  11th  letter,  which  I  received  at  5tOO  pm 
yesterday,  requesting  a  further  description  of  my  conc«rns  regarding 
the  Wilmington/Amhoist  Urban  Development  Action  Grant. 

My  concerns  have  been  stated  in  correspondence  with  Secretary  Pierce 
since  last  August.   I  would  hope  that  you  are  familiar  with  those 
letters.  However,  let  me  provide  you  with  a  brief  description  of  that 
correspondence. 

On  August  24,  1984,  I  wrote  Secretary  Pierce  expressing  my  concern 
that  the  Wilmington/Amhoist  UDAG  "...contemplates  using  the  UDAG  to 
transfer  the  Amhoist  Crane  manufacturing  operation  and  most  of  the 
jobs  from  St.  Paul...".   In  addition,  this  letter  asked  Secretary 
Pierce  to  investigate  whether  this  project  would  violate  the 
anti-pirating  provisions  of  119(h). 

My  January  17  letter  to  Secretary  Pierce  sought  to  bring  to  the 
Secretary's  attention  Amhoist *8  public  announcement  that  they  intend 
to  permanently  lay  off  500  production  workers  and  to  eliminate  all 
crane  production  in  St.  Paul.  This  letter  continued  to  emphasise  my 
concern  that  these  jobs  would  be  relocated  to  the  UOAG-assisted 
Wilmington  plant.  My  letter  asked  the  Secretary  to  resolve  this 
matter  promptly  because  the  layoffs  were  to  take  place  within  the 
succeeding  ten  weeks.   In  addition,  on  January  17,  I  met  with 
departmental  representatives.  During  that  meeting  we  had  a  lengthy 
discussion  concerning  this  UDAG.  The  H.U.D.  representatives  pledged 
to  have  this  investigation  completed  by  February  28th.   Since  you 
attended  that  meeting,  I  am  certain  that  a  more  in-depth  summary  of 
the  discussion  is  not  necessary. 

On  February  8th,  Chairman  St  Germain,  Chairman  Gonzalez  and  I  wrot«  to 
Secretary  Pierce.   This  letter  described  certain  documents  which  we 
received  and  expressed  our  belief  that  this  information  had  a  material 
bearing  on  the  question  of  the  relocation  of  jobs  and  facilities. 
These  internal  company  documents  showed  that  the  Wilmington  facility 
will  be  used  to  manufacture  products  which  wore  previously  produced  at 
the  St.  Paul  facility.   This  letter  and  the  accompanying  documents 
were  hand  delivered  to  you  by  my  staff  on  February  8,  1985. 
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In  additK^n  to  ny  letter*  to  Secretary  Pietce  I  iiave  repeatedly 
contacted  the  company  to  inake  then   av^re  of  oty  conceEns^   Hy  Kov^uber 
15  letter  to  Ajnhoist  repeated  my  concecna  about  possible  violations  of 
Section  ll9(h^  and  specifically  asXed  Amholat  to  publicly  and  in 
w  ting  cominlt  itself  to  a  nicaningful  manufacturing  presence  in  St* 
Fau    On  November  2S,  Amhoist  responded  witti  a  letter  that  indicated 
to  me  that  tFiey  intended  to  joaintaln  75  percent  o£  existing  eupioyiKnt 
at  the  St.  Paul  plant.  In   light  of  the  large  fluctuations  In 
enployiaent  in  crane  manufacturing  op^rations^  this  appeared  to  be  a 
good  faith  eCfoct  to  malotain  crane  production  in  St.  Paul.   The 
January  11  public  announcement  by  An>hojst  that  it  will  ^hut  down  crane 
production  in  St.  Paul  and  permaneritly  lay  cff  500  workers  vas  a 
direct  contradiction  to  thelc  earllei  letter^   It  vas  at  thi«  point 
that  I  met  with  you  and  other  departmental  representatives  and  cenewed 
my  request  for  an  investigation  to  ascertain  whether  this  UOAG  would 
violate  Section  119(h). 

My  concern  about  the  UDAG  has  been  communicated,  in  writing,  to  the 
Department  on  three  separate  occasions.   Also  I  have  personally 
discussed  thlfi  matter  with  you.  Ny  staff  has  discussed  the  matter 
with  you  and  with  other  Department  employees,  many  times. 

Ny  concerns  about  the  grant  are  quite  clear.   First,  I  am  concerned 
that  this  \}DAG   will  f^iciiitate  tne  relocation  of  the  crane  production 
operation  and  approximately  50Q  jobs  from  St  Paul  to  Hiimington. 
This  is  a  violation  of  the  anti-»piiating  requirement  of  Section 

9(h).   Second,  1  an  concerned  that  the  Department  was  not  able  to 
tneet  Its  own  February  26  deadline  and  that  the  Depa  tment  a 
investigation  i«  inadequate  in  addressing  the  concerns  I  have 
consistently  expressed.   It  has  been  a  total  failure  to  this  point. 

To  address  your  specific  inquiry,  I  don't  know  from  which  source  you 
have  obtained  the  infoemation  that  13  cranes  of  the  type  previously 
produced  in  St  Paul  will  now  be  produced  in  Wilmington   The  12  crane 
figure  is  not  one  i   have  used.   The  internal  company  documents  nov  in 
the  possesion  o  your  Department ^  s^ow  that  the  company  plans  to 
produce  2fiL_£tiiiea  in  Wilmington  which  would  have  been  produced  in 
St.  Paul  prior  to  the  existence  of  the  Wilmington  UDAG-assisted 
facility.   In  other  words*  the  filgniflcance  of  the  13  craoe  figure  is 
that  it  represents  qr^g_  ha^f  of  the  amount  of  St.  Paul  production 
which  company  documents  state  will  be  produced  In  Wilmington  during 
the  first  nine  months  of  operation  of  the  Wilmington  UOAG-assisted 
plant. 

Finally,  it  is  most  disturbing  to  receive  this  flawed  request  for 
information  at  this  late  date.   If  the  Department  equired  add  tlonal 
information  from  my  office  why  was  this  request  jnade  five  veek^  aftet 
we  shared  information  with  the  Department  and  two  weeks  a  ter  the 
pledged  completion  date  of  the  investigation?  More  importantly  this 
request  illustrates  a  consistent  problem  v   th  H.U.D.'s  investigation 
of  this  matter.   It  is  an  Administ  ative  responaibility  not  a 
Congressional  responsibility  to  investigate  this  UDAG.   I've 
repeatedly  attempted  to  cooperate  only  to  be  frustrated  with  the  lack 
o(  information  -  sharing  and  half-hear tcU  pursuit  of  the  issue  ^nd 
concerns  that  have  been  raised. 
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As  a  member  of  the  Committee  with  jurisdiction  over  this  program  and 
the  Representative  from  the  affected  district,  I  have  raised  serious 
concerns  about  this  specific  UOAG  and  I  have  willingly  provided  the 
Department  with  the  information  I  have  received  to  support  such 
concerns.  However,  this  request  for  information  at  such  a  late  date 
leads  one  to  believe  that  either  the  Department  hasn't  reviewed  the 
information  contained  in  the  February  8th  letter  or  that  the 
Department  seeks  an  excuse  to  delay  its  decision  past  tomorrow's 
hearing  and,  more  importantly,  to  delay  until  the  plant  is  in  fact 
closed  1  Pranlcly,  I  don't  think  the  working  people  of  St.  Paul  have 
received  a  fair  shake  from  HOD. 

I  hope  this  response  sufficiently  conveys  my  displeasure  and  my  strong 
expectation  that  in  responding  to  your  letter  promptly  you  would 
therefore  be  able  to  discuss  this  correspondence  with  the  Secretary 
prior  to  his  appearance  before  the  Housing  and  Community  Development 
Subcommittee,  Wednesday.   It  is  my  desire  that  the  Secretary  be  able 
to  discuss  this  matter  fully  and  candidly  during  the  Subcommittee 
hearing  -  Wednesday. 


BPV/am 


/Member  of  Congress 
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THURSDAY,  MARCH  14»  1985 

House  of  Representatives, 

CoBIMnTEE  ON  BANKING,  FINANCE  AND  UrBAN  AfFAIRS, 
SUBCOBIMnTEE  ON  HOUSING  AND  C!OMMUNITY  DEVELOPMENT, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  9:50  a.m.,  in  room 
2128,  Raybum  House  Office  Building,  Hon.  Henry  B.  Gonzalez 
(chairman  of  the  subcommittee)  presiding. 

Present:  Representatives  Gonzalez,  Mitchell,  Schumer,  Levin, 
McKinney,  and  Bartlett. 

Chairman  Gonzalez.  The  subcommittee  will  come  to  order. 

The  subcommittee  has  included  in  this  yearns  housing  reauthor- 
ization bill,  H.R.  1,  the  Housing  Act  of  1985,  a  homeownership  dem- 
onstration program  known  as  the  Nehemiah  Housing  Opportunity 
Grant  Demonstration  Program.  I  put  this  program  into  the  bill  on 
the  request  of  Mr.  Schumer,  a  distinguished  member  of  this  sub- 
committee, and  because  of  the  fine  results  the  subcommittee  was 
able  to  see  on  a  recent  visit  to  the  Nehemiah  site. 

In  April  of  last  year,  the  subcommittee  visited  the  Nehemiah 
project  located  in  East  Brookl3ni,  NY,  and  was  able  to  view  first- 
hand the  joint  and  cooperative  efforts  of  the  local  Nehemiah  neigh- 
borhood residents,  private  developers,  the  city  and  State  of  New 
York  in  developing  homeownership  opportunities  for  low-  and  mod- 
erate-income persons  in  the  area.  The  Nehemiah  plan  provides 
local  low-income  residents  with  an  opportunity  to  stay  in  their 
neighborhood  and  represents  a  new  effort  to  revitalize  a  neighbor- 
hood which  has  undergone  severe  economic  blight. 

I  am  also  fortunate,  as  Mr.  Schumer,  to  have  in  my  district  a 
program  which  provides  homeownership  opportunities  to  existing 
residents.  This  program,  known  as  the  Replacement  Housing  in 
Select  Housing  Tcu^t  Areas,  provides  owners  of  substandard,  di- 
lapidated houses,  living  in  low-income  neighborhoods,  with  Federal 
relocation  funds  and  community  development  block  grant  funds  for 
the  construction  of  modest  replacement  houses,  often  located  a  few 
blocks  from  the  owners'  original  substandard  house. 

I  have  asked  Mr.  Winston  Martin,  executive  director  of  the  San 
Antonio  Development  Agency,  to  provide  us  with  a  summary  of  his 
replacement  housing  program  and  comments  on  the  Nehemiah 
Demonstration  Program.  His  comments  will  be  invaluable  to  the 
subcommittee,  given  his  work  with  citizen  groups  in  San  Antonio 
and  his  extensive  background  in  planning  and  community  develop- 
ment. 

(2851) 
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The  subcommittee  is  also  fortunate  to  have  testify  today  Ms. 
Helen  Ayala,  president  of  the  Communities  Organized  for  Public 
Service,  who  represents  one  citizens  group  in  San  Antonio,  which 
has  worked  with  Mr.  Martin  in  providing  replacement  housing  in 
San  Antonio's  very  low  income  areaa. 

I  look  forwcu'd  to  the  testimony  of  all  our  four  panels — ^the 
church  leaders,  the  Nehemiah  homeowners,  the  Nehemiah  pro- 
gram witnesses,  and  the  community  groups. 

Gentlemen,  Secretary  Pierce  said  that  he  was  following  his 
coach's  [President  Reagan]  order  yesterday.  I  would  wish,  because 
we  needed  your  help  yesterday,  that  you  could  have  been  here,  and 
some  of  my  colleagues  that  were  desperately  needed  present,  be- 
cause of  the  nature  of  the  personality  that  happens  to  occupy  that 
secretarjrship. 

We  are  fighting  a  life  and  death  struggle  this  year.  Policies  that 
the  Congress  have  established  as  national  policies  for  44  years  are 
intended  to  be  zeroed  out  on— what  is  most  galling  of  all — on  a 
budget€ury  cross  of  callous  indifference  to  the  suffering  that  we 
have  had  witness  after  witness  testify,  to;  from  the  level  of  the 
Archbishop  of  New  York  to  those  directly  involved  in  public  hous- 


"lo 


with  that  backdrop,  I  want  to  point  out  how  important  your 
testimony  is  here,  but  advise  you  that  every  one  of  us  in  this  Con- 
gress will  be  working  in  such  a  way  that  your  witness  will  be  ig- 
nored. It  will  be  dismissed.  It  won't  even  be  entered  into  the  equa- 
tion of  consideration. 

The  Secretary's  message  was  very  plain.  It  should  not  have  ci- 
fered  any  equivocation.  It  was  statea  here  publicly. 

The  question  is,  can  we  obtain  the  necessary  resolve  from  the 
mcgority  of  those  serving  in  the  House,  particmarly,  and  of  course 
in  the  Senate.  The  latest  actions  on  the  Senate  level  were,  the 
President's  party  in  power,  on  the  budget  matter  clearly  illustrates 
that  they  have  adopted  the  President's  preemption  as  a  lesser  pri- 
ority. 

On  the  question  of  shelter  for  no  less  than  33  percent  had  the 
^all  to  tell  us  there  was  no  problem  out  there  with  respect  to  hous- 
mg  or  the  need  for  it. 

Well,  that  is  not  what  we  hear  and  what  we  see  when  we  go  to 
the  various  sections  of  the  country.  We  visited  your  section  a  year 
ago,  if  you  will  remember.  And  we  felt  that  the  basic  structural  ap- 
proach offered  was  brilliant,  seminal,  original;  and  that  we  should 
recognize  that  in  our  endeavors  on  a  national  legislature  level.  And 
we  have.  We  have  incorporated  it  into  our  version  known  as  HJl 
1,  Housing  Act  of  1985. 

So  you  ought  to  know  this.  You  ought  to  be  aware  of  the  fact 
that  time  onfy  will  tell  us  whether  we  can  overcome  it  or  not 

I  am  distraught  because  I  think  that  I  am  not  a  false  witness. 
What  I  have  seen  demonstrates  what  every  single  responsible  wit- 
ness has  testified  to  here.  And  to  see  this  summarily  dismissed  as 
irrelevant  hurts  one.  This  testimony  will  be  offered  to  every  sini^ 
member  of  the  committee.  I  only  wish  we  had  more  present;  but 
every  one  of  them  will  get  a  copy  of  your  testimony. 

I  want  to  personally  first  thank  you  for  what  you  have  done,  as 
you  showed  us  a  year  ago;  secondly,  for  acceptmg  our  invitation 
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and  being  here  today;  and  thirdly,  for  making  it  possible  for  us  to 
keep  on  trying  to  represent  you  and  the  needs  we  see  clearly 
emerging  from  our  society. 

Thank  you  very  much  for  your  presence. 

I  will  ask  Mr.  McKinney  il  he  has  any  statement  that  he  wishes 
to  make  at  the  outset. 

Mr.  McKinney.  Well,  Mr.  Chairman,  I  have  already  made  a 
statement  during  this  prior  press  conference,  but  I  would  like  to 
just  add,  my  welcome  to  the  church  leaders.  What  you  did  in  pro- 
ducing a  $7  million  revolving  construction  fund  with  no  interest  for 
this  project  really  is  what  Judeo-Christian  philosophy  is  all  about. 

But  you  did  something  even  more  important  than  that,  as  far  as 
I  am  concerned.  When  I  was  talking  to  Archbishop  O'Connor,  it 
came  across.  You  forgot  what  the  wording  on  the  front  of  your 
church  or  synagogue  was;  you  forgot  what  the  symbol  was.  You  got 
together  to  do  what  Judeo-Christian  philosophy  said  we  are  to  do: 
help  one  another. 

I  get  carried  away,  Mr.  Chairman,  because  I  went  the  other  night 
to  see  a  bunch  of  kids  do  "Godspell,"  and  there  is  a  message  there. 
I  think  that  out  of  a  part  of  New  York  City  where  I  used  to  live, 
that  New  Yorkers  tend  to  see,  it  seems  hopeless.  It  is  the  religious 
leaders  and  their  enthusiasm — and,  I  must  say,  their  money — that 
said,  uhuh,  we  are  not  hopeless. 

There  is  an  old  expression  about  rising  out  of  the  dust,  and  that 
is  exactly  what  these  gentlemen  and  many  others  like  them  did  in 
Brookl3ni.  And  I  welcome  them.  And  I  really  honor  them. 

It  does  much  more.  I  have  always  wondered  what  a  gold  chalice 
does.  It  holds  wine.  The  use  of  the  church's  money  to  hold  people  is 
what  the  Nehemiah  project  is  all  about. 

Thank  you  very  much. 

Chairman  Gonzalez.  Mr.  Mitchell? 

Mr.  Mitchell.  Just  welcome  again. 

Chairman  Gonzalez.  Mr.  Schumer. 

Mr.  ScHUBiER.  Ditto. 

Chairman  Gonzalez.  Does  any  member  of  the  panel  have  a  time 
problem?  We  will  recognize  you  first,  if  you  do. 

If  not,  if  you  don't  mind  and  there  is  no  objection,  we  will  recog- 
nize the  Rev.  Johnny  Ray  Youngblood  first,  from  East  Brookl3ni 
Churches. 

STATEBIENT  OF  REV.  JOHNNY  RAY  YOUNGBLOOD,  EAST 
BROOKLYN  CHURCHES 

Reverend  Youngblood.  Mr.  Chairman  and  members  of  the  sub- 
committee, we  are  delighted  to  be  here,  and  thank  you  for  inviting 
us. 

There  is  a  great  deal  of  talk  about  the  climate  of  these  times, 
and  the  questions  are  being  raised:  How  can  we  come  and  present 
what  we  have  in  the  light  of  this  climate?  Well,  we  want  you  to 
know  that  we  feel  that  we  indeed,  to  some  extent,  have  the  silver 
lining  behind  the  dark  cloud.  As  churchmen,  we  want  you  to  know 
that  there  is  a  spiritual  impetus  to  all  of  this.  And  I  would  like  to 
share  with  you  the  things  that  help  to  pull  the  people  together  to 
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cause  the  politas  of  which  Mr.  Schumer  spoke  that  was  first  men- 
tioned by  Aristotle. 

I  want  to  do  a  reading  from  the  Old  Testament,  Book  of  Nehemi- 
ah,  chapter  1: 

The  words  of  Nehemiah,  the  son  of  Hachaliah.  And  it  came  to  peas  in  the  month 
Chisleu,  in  the  twentieth  year,  as  I  was  in  Shushan  the  palace. 

That  Hanani,  one  of  my  brethren,  came,  he  and  certain  men  of  Judah;  and  I 
asked  them  concerning  the  Jews  that  had  escaped,  which  were  left  of  the  captivity, 
and  concerning  Jerusalem. 

And  they  said  unto  me,  The  remnant  that  are  left  of  the  captivity  there  in  the 
province  are  in  great  affliction  and  reproach:  the  wall  of  Jerusalem  also  is  broken 
down,  and  the  gates  thereof  are  burned  with  fire. 

And  it  came  to  pass,  when  I  heard  these  words,  that  I  sat  down  and  imfi,  and 
mourned  certain  days,  and  fasted,  and  prayed  before  the  God  of  heaven. 

Chapter  2,  verse  17: 

Then  said  I  unto  them.  Ye  see  the  distress  that  we  are  in,  how  Jerusalem  lietti 
waste,  and  the  gates  thereof  are  burned  with  fire:  come,  and  let  us  build  up  the  wall 
of  Jerusalem,  that  we  be  no  more  a  reproach. 

Then  I  told  them  of  the  hand  of  my  God  which  was  good  upon  me;  as  also  the 
king's  words  that  he  had  snoken  unto  me.  And  they  saio.  Let  us  rise  up  and  build. 
So  th^  strengthened  their  hands  for  this  good  work. 

But  when  Sanballat  the  Horonite,  and  Tdbiah  the  servant,  the  Anmionite,  and 
Geshem  the  Arabian,  heard  it,  they  laughed  us  to  scorn,  and  despised  us,  and  said. 
What  IS  this  thing  that  ye  do?  wiU  ve  rebel  against  the  kinfl(? 

Then  answered  I  them,  and  said  unto  them.  The  God  <n  heaven,  he  will  prosper 
us;  therefore  we  his  servants  will  arise  and  build:  but  he  have  no  portion,  nor  ripit, 
nor  memorial,  in  Jerusalem. 

Fourth  chapter: 

But  it  came  to  pass,  that  when  Sanballat  heard  that  we  builded  the  wall,  he  was 
wroth,  and  took  great  indignation,  and  mocked  the  Jews. 

And  he  spake  oefore  his  brethren  and  the  army  of  Samaria,  and  said.  What  do 
these  feeble  Jews?  wiU  th^  fortify  themselves?  will  thev  sacrifice?  will  they  make 
an  end  in  a  day?  will  they  revive  the  stones  out  of  the  heaps  of  the  rubbish  i^iidi 
are  burned? 

Now,  Tobiah  the  Ammonite  was  by  him,  and  he  said.  Even  that  which  they  buiU, 
if  a  fox  go  up,  he  shall  even  break  down  their  stone  wall. 

Hear,  O  our  God;  for  we  are  despised:  and  turn  their  reproach  upon  their  own 
head,  and  give  them  for  a  prey  in  the  land  of  captivity: 

And  cover  not  their  iniquity,  and  let  not  their  sin  be  blotted  out  from  before  thee: 
for  they  have  provoked  thee  to  anger  before  the  builders. 

So  built  we  the  wall;  and  all  the  wall  was  joined  together  unto  the  half  thereof 
for  the  people  had  a  mind  to  work. 

Chapter  6,  verse  15: 

So  the  wall  was  finished  in  the  twenty  and  fifth  day  of  the  month  Elul,  in  fif^ 
and  two  days. 

And  it  came  to  pass,  that  when  all  our  enemies  heard  thereof,  and  all  the  hoathcp 
that  were  about  us  saw  these  things,  th^  were  much  cast  down  in  their  own  eyes: 
for  th^  perceived  that  this  work  was  wrought  of  our  God. 

Mr.  Chairman,  members  of  the  subcommittee,  these  scriptures 
serve  as  the  incubating  forces  for  the  enthusiasm  that  the  people  of 
these  devastated  areas  have  to  come  together  to  rebuild  our  own 
conmiunities.  We  indeed  believe  that  the  Nehemiah  plan  is  the 
silver  lining  behind  the  dark  cloud.  And  we  know  that  just  as  it 
begun  in  Brookl3ni,  that  it  is  not  bound  to  Brookl3ni.  The  Nehemiah 

Elan  originally  from  the  scriptures  was  most  pertinent  to  the  le- 
uilding  of  a  central  city  Jenisalem  and  certainly  the  central  cities 
of  our  Nation  ought  to  be  rebuilt. 

Chairman  Gonzalez.  Thank  you  very  much,  reverend.  We  next 
recognize  Bishop  Adams. 
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STATCMKNT  0¥  BISHCH"  JOBS  ADAMS,  AJLE.  CHCRCH, 
WASHINGTON,  DC 

Bishop  Adams.  Mr.  Chairman,  members  of  the  subcommittee^  I 
thank  you  ^eiy  mudi  for  the  very  enoouragiiig  e^pfeooiops  I  have 
heard  alicady  today  and  for  this  opportunity  to  lay  my  witiieBS 
beside  Reverend  Youn^dood's  and  yours  on  bdialf  of  the  Ndiandh 
ah  Act,  vrtiich  is  under  consideration.  I  wanted  to  indicate  t^it  I 
hope  that  that  part  ci  the  scripture  wfaidi  ReveroMl  Youn^ilood 
read  which  aUudes  to  the  fiect  that  the  oiemies  of  the  pec^ple  were 
very  sad  when  the  wall  was  rebuilt  will  also  be  very  sad  whoti  this 
bill  is  passed  and  this  innoject  can  be  nationaliippd  across  the  coun- 
try- 
Mr.  Chairman,  there  are  two  very  exciting  models  wfaidi  I 
simi^  want  to  lift  up  as  a  part  of  the  Nehemiah  plan.  The  first,  of 
course,  is  the  model  which  has  been  described  wfaidi  mains  decMit, 
afibvdaUe  faousing  available  to  the  ordinary  income  pec^e  of  this 
Nation  who  are  now  practically  ezduded  finran  the  housing  market 
And  through  this  onnbinaticm  of  participants,  cfaurcfa,  govemmttit, 
builder,  suppUers,  all  cf  the  partidpants  in  the  Nefaemiafa  plan, 
converging  around  tfais  great  bibli^  concept  of  rd>uilding  the 
dties,  constitutes  a  model  ^p^cfa  I  tfaink  is  tfae  best  one  available  in 
our  Nati<m  to  try  to  rebuild  tfae  dties  of  tfae  Nation. 

Hie  second  model  which  I  want  to  lift  up,  Mr.  Chairman,  is  the 
model  of  private  business,  whether  that  private  business  in  this  in- 
stance are  being  led  by  church  leadership  and  cfaurcfa  resources, 
pioneering  and  doing  the  business.  I  tfaink  tfaat  faas  been  tfae  way 
in  vdiicfa  tfae  great  ideas  of  tfais  country  faave  been  afforded.  I  tfaink 
this  is  tfae  course  of  education,  national  policy  in  our  country.  I 
think  this  is  tfae  source  of  healtfay  care,  as  national  policy  in  our 
country.  It  faas  always  emanated  out  of  tfae  moral  and  ethical 
values  of  tfae  cfaurcfa  and  ofiTered  first  by  enligfatened  and  inspired 
cfaurcfa  leadersfaip. 

One  of  tfae  tragedies  of  tfae  past  is  that  once  a  good  idea  became 
public,  we  let  tfae  government  take  it  over.  One  of  tfae  unique  fea- 
tures of  tfae  Nehemiah  Opportunity  Act  is  that  we  intend  to 
remain  at  tfae  point  in  tfais  legislation,  if  it  is  enacted  as  proposed, 
that  tfae  private  leadership  of  the  church  and  tfae  builders  and  tfae 
suppliers,  but  especially  the  leadership  of  tfae  cfaurcfa  would  contin- 
ue to  ofTer  tfae  decisionmaking  and  policymaking  part  of  tfais  pro- 
gram, which  gives  it  a  unique  aspect. 

I  think  that  is  a  suggestion  to  remind  our  Republican  brotfaers 
and  sisters  who  have  an  affection  for  less  Government  tfaat  we  are 
offering  them  a  spectaculcu*  opportunity  to  get  better  and  cheaper 
housing  with  less  and  less  Government,  if  I  may  make  tfaat  little 
political  addenda  to  my  religious  testimony. 

Second,  Mr.  Chairman,  I  wanted,  in  addition,  to  point  to  what  I 
think  will  be  the  real  value  of  enactment  of  this  legislation.  Dr. 
Gunner  Myrdal,  the  late  scholcu*  who  did  the  "American  Dilem- 
ma," listed  up  two  concepts  applicable  to  this  situation.  T  first 
was  society  crushes  people  through  poverty.  Poverty  co 

housing,  bad  education,  bad  communities,  crime  and  toiai  w        la- 
tion  of  an  area. 
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He  described  that  concept  in  the  ^'American  Dilemma''  with  par- 
ticulcu-  racial  implications  as  the  vicious  circle.  And  man^,  many 
people  of  all  ethnic  groups  who  are  trapped  in  our  big  cities  are 
victims  of  society's  vicious  circle.  Dr.  Myrdal  also  lifted  up  a  second 
concept  which  I  think  the  Nehemiah  plan  latches  on  to  and  turns 
on.  That  is  the  concept  of  cumulative  causation. 

He  says  if  you  improve  housing,  you  b^gin  to  improve  neq^ibor- 
hoods.  You  b!^^  to  improve  employability.  You  b^^  to  improve 
attitude.  You  b^^  to  improve  community.  One  of  the  reasons  that 
I  came  to  make  as  strong  a  witness  as  I  could  on  behalf  of  the  Ne- 
hemiah Opportunity  Act,  Mr.  Chairman,  was  because  I  think  the 
inner  cities  and  urban  communities  of  America  desperately  need 
the  process  called  cumulative  causation  where  the  spiral  is  taking 
people  upward  rather  than  downward,  needs  desperately  to  be 
turned  on. 

I  have  not  seen  in  all  my  work  in  the  country  and  in  various 
cities  a  more  exciting  opportunity  to  turn  that  process  on  tluun  this 
biblically  based  Nehemiah  plan  which  offers  the  United  States  at 
this  time  to  deal  initially  with  housing  and  community  devel(q[>- 
ment.  But  I  think  the  cumulative  positive  efTects  of  what  the  NeM- 
miah  plan  will  do  will  be  one  of  the  possible  resolutions  if  the  CSon- 
gress  is  wise  enough  to  enact  this  legislation,  so  that  this  program 
can  be  done  sufficiently  widespread  that  it  can  have  the  impact 
that  it  possibly  has. 

Thank  you  very  much,  sir. 

Chairman  Gonzalez.  Thank  you,  Bishop. 

Our  third  witness  is  Dr.  Edward  Wescott,  and  we  thank  you  for 
being  with  us. 

STATEMENT  OF  REV.  EDWARD  WESCOTT,  INTERNATIONAL 
MISSIONS  DIRECTOR,  MISSOURI  SYNOD  LUTHERAN  CHURCH 

Reverend  Wescott.  Thank  you  for  being  with  us,  Mr.  Chairman, 
and  members  of  the  subcommittee.  Part  of  the  problem  of  being 
the  last  speaker  in  a  series  of  preachers  is  that  everjrthing  has 
been  said.  Those  who  know  me  uke  to  talk.  At  any  rate,  I  really 
appreciate  the  fine  words  spoken  by  Congressmen  Schumer  and 
McKinney.  I  really  didn't  expect  this  bill  to  arrive  at  this  point  so 
fast— so  quickly.  I  am  delighted  and  want  to  say  that  from  what  I 
have  heard  alreadv  this  morning,  it  would  seem  to  me,  Mr.  Chair- 
man, the  bill  stands  a  very  good  chance. 

Let  me  iust  address  one  other  side  of  this.  When  I  was  asked  to 
come  to  New  York  to  listen  to  this  proposal,  to  listen  to  LD.  Rob- 
bins  and  those  who  were  involved,  as  a  member  of  the  Lutheran 
Church,  Missouri  synod  with  headouarters  in  St.  Louis  with  a  con- 
stituency  made  up  primarily  of  Midwestemers,  I  had  a  problem. 

But  the  problem  was  solved  very  easily  because  I  saw  immediate- 
ly beyond  New  York.  I  saw  all  the  center  core  cities  of  this  countiy 
where  all  of  you  have  churches  and  where  my  denomination  has 
many  times  big  knowledges  that  are  standing  empty  surrounded  by 
no  people.  I  have  been  mvolved  in  attempting  to  find  ways  to  re- 
store core  or  central  cities  since  1960.  We  nave  spent,  as  a  denomi- 
I        1,  millions  of  dollars  in  studies,  in  pilots,  in  programs,  all  of 

acn  end  up  pretty  much  zero. 
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And  I  listened  with  astonishment  to  one  of  the  simplest  plans  I 
have  ever  heard.  There  isn't  anything  complex  about  bringing 
people  back;  rebuilding  a  community,  offering  them  away  in  which 
they  can  produce  a  stable  beautiful  life.  That  is  by  giving  them 
homes  they  can  afford,  single-family  homes,  not  the  multirise 
apartments  that  we  have  spent  millions  and  millions  of  dollars  on 
that  have  failed.  I  saw  this  as  an  end,  to  denominations  like  mine 
who  are  spending  amounts  of  money  subsidizing  churches  to  keep 
them  open  because  the  constituency  is  so  few,  or  be  forced  to  close 
them. 

And  yet  there  are  people  there,  people  to  be  reached,  who  needed 
to  make  a  change.  That  change  now  has  come  through  what  I  be- 
lieve to  be  the  most  innovative,  the  most  creative,  the  most  unique 
of  all  housing  plans  ever  to  come  down  the  pike.  I  really  thank  the 
two  Congressmen  for  the  way  in  which  they  wrote  it  because  I  also 
had  the  reservation  that  the  Federal  Government  get  in  it. 

In  fact,  I  said  it  last  night  before  I  saw  the  bill  itself.  I  have  some 
problems.  I  think  we  might  lose.  But  I  love  the  wav  we  have  done 
it.  And  if  we  can  monitor  it  and  keep  it  that  way,  I  believe  we  have 
got  a  program  and  an  answer  that  will  provide  the  coming  true  of 
a  dream  for  hundreds  of  thousands  of  people  in  this  county.  The 
Lutheran  Church  Missouri  synod  is  happy  it  was  able  to  provide  $1 
million  to  get  it  off  the  ground  in  New  York  City  because  we  see  it 
happening  in  hundreds  and  hundreds  of  cities  across  the  country. 
Thank  you  very  much.  [Applause.] 

Chairman  Gonzalez.  Thank  you  very  much. 

Do  you  have  any  questions?  Mr.  Schumer? 

Mr.  Schumer.  Just  first  a  comment.  I  thank  Dr.  Wescott,  Rever- 
end Youngblood  and  Bishop  Adams  for  each  in  their  own  way  un- 
derscoring the  importance  of  this  plan.  Certainly  Congressman 
McKinney  and  I  thank  them  for  their  kind  words.  I  simply  would 
like  to  give  some  credit  where  credit  is  due.  I  would  say  that  the 
people  who  came  up  with  the  idea  of  the  plan,  and  that  is  probably 
why  it  is  a  good  plan,  do  not  come  from  this  side  of  the  witness 
table,  but  from  that  side  of  the  witness  table. 
^  We  are  trying  to  provide,  as  that  chart  shows  over  there,  the  Ne- 
hemiah  plan  financing  capital  grant,  the  ability  for  church  groups 
and  other  private  groups  to  rebuild  their  own  inner-city  areas.  The 
second  point  is  when  somebody  has  an  idea,  it  is  easy  to  put  a  bill 
together,  but  you  need  an  advocate.  And  the  chairman  of  our  sub- 
committee, Henry  Gonzalez,  has,  in  these  5  dark  years  for  housing, 
really  been  our  beacon  of  hope  because  Chairman  Gonzalez  hais 
never  given  up  the  fight.  He  has  been  alone  most  of  ttie  time,  and 
he  keeps  going  at  it  and  going  at  it. 

When  I  brought  up  the  National  Nehemiah  Opportunity  Act, 
first  when  he  was  willing  to  let  the  subcommittee  come  to  Brook- 
l3ni  and  see  what  was  going  on,  he  was  impressed.  And  when  I 
brought  him  the  act,  he  said  we  have  to  put  it  in  H.R.  1,  the  hous- 
ing bill.  So,  I  just  think  all  of  the  audience,  as  well  as  the  wit- 
nesses, ought  to  know  of  the  invaluable  role  Chairman  Gonzalez 
has  played  in  mcddng  Nehemiah  so  much  closer  to  reality,  in 
making  it  possible  that  we  are  all  here  today  to  try  and  spread  t 
good  word. 
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And  I  thank  all  the  gentlemen  for  coming.  Thank  you,  Mr. 
Chairman. 

Chairman  Gonzalez.  Thank  you  very  much.  I  really  deeply  ap- 
preciate what  you  have  said.  Some  of  you  we  have  heard  before 
and,  of  course  have  been  inspired  by  it.  But  the  thing  that  troubles 
me  is  your  apparent  reference  to  the  Federal  Government's  pres* 
ence  in  programs  unrepresentative  of  what  Americans  really  want 
You  know  if  we  look  at  it  that  way,  gentlemen,  we  are  not  going  to 
have  a  doggone  thing,  because  this  is  the  basic  rationale  of  the  very 
people  that  are  dismantling  eveiy  single  available  program  that 
the  Federal  Government  can  provide  collectively.  The  Federal  Gov- 
ernment is  not  a  foreign  entity.  It  is  ours. 

If  we  stop  looking  upon  it  as  ours,  well  then  there  is  no  use 
trying  anything.  There  is  no  use  having  H.R  1.  I  just  feel  a  little 
active  on  that  score.  I  know  you  don't  mean  it  that  way,  but  we 
have  to  watch  that  rhetoric  in  my  opinion.  So,  I  needed  to  say  that 

Bishop  Adams.  May  I,  Mr.  Chairman? 

Chairman  Gonzalez.  Absolutely. 

Bishop  Adams.  I  made  some  allusions  in  that  direction.  I  did  not 
intend  to  indicate  what  you  said.  I  agree  with  you  that  the  sovm- 
ment  is  my  government,  and  it  ought  to  be  my  enabler.  I  think 
that  ought  to  be  the  right  of  the  poorest  and  most  powerless  person 
in  this  country  to  say  that  this  is  my  government.  This  is  my  en- 
abler.  And  it  is  the  priorities  of  this  government  that  is  hurting  us. 
I  would  not  want  you  to  consider  any  of  us  to  consider  the  govern- 
ment other  than  our  government. 

What  we  want  to  do  is  find  a  creative  way  to  use  it. 

Chairman  Gonzalez.  Bishop,  I  should  have  been  a  little  bit  mare 
careful  in  my  rhetoric.  I  think  maybe  it  was  not  perhaps  so  mudi 
you  as  maybe  the  way  I  interpreted  Dr.  Wescott's  reference.  It 
seemed  to  imply  a  disapproval  of  programs  for  those  that  are 
deemed  not  to  have  succeeded  in  our  society. 

It  was  this  kind  of  thrust  that  enabled  the  President  to  talk 
about  getting  the  Government  off  our  backs.  Then  we  end  19 
ha\-ing  to  fight  against  the  most  elemental  efforts  that  have  ~ 
made  after  much  debate  and  struggle  over  40  years  to  try  to  : 
a  response  to  the  needs. 

E\-en  the  favorable  members  on  the  minority  side,  and 
the  ms^rity  side,  who  might  be  favorable  to  Nehemiah  will  tell 
you  that  H.R.  1  does  not  have  a  chance  of  passage  because  what 
you  are  tn^-ing  to  do  here?  I  think  that  we  can't  aUow  ouradvsB  to 
get  sucked  in  that  way.  We  have  the  duty  of  saying  just  a  minute. 

We  agree  with  vou.  We  do  not  want  the  Federal  Government,  or 
any  other  le\-el  of  Government,  to  be  wasteful  or  impnqierly 
it«  resources,  which  all  emanate  from  the  peoples  tas 
wherein  is  the  waste'*  Wherein  is  the  danger?  where  is  the  1 
ous  lewl  at  which  that  Federal  Government  becomes  unde 

We  have  to  be  specific  that  way.  because  otherwise,  we  are  j 

to  get  lost  selecti\iely.  We  are  going  to  be  vividlv  losing  the  fai 

that  only  through  a'union  can  be  won.  I  do  not  have  to  tdl  3^011  idl 
this— you  work  among  the  people.  Tliose  that  need  the  union  tbt 
most,  say  labor  unions,  are  the  most  difficult  to  try  to  argnniat. 

In  less  than  10  vears  time  we  will  see  such  things  as  food  riflla, 
rent  strikes,  and  the  squatters  fights  in  our  country.  In  the  faban 
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nobody  is  going  to  come  back  here  and  say,  here,  Mr.  Secretary, 
but  you  said  that  there  was  no  such  thing  as  a  problem;  that  there 
was  ample  housing  available,  and  that  this  is  the  reason  you 
wanted  a  moratorium  for  2  years. 

That  is  the  only  reason  I  am  sensitive  about  it.  I  hate  to  have 
taken  up  this  much  time.  I  don't  want  to  misinterpret  your  state- 
ment, but  I  do  caution  you  because  I  am  extra  sensitive  at  this 
point  because  we  haven't  really  been  winning  the  battles  that  I  be- 
lieve are  going  to  cost  us  very  much  in  social  disorder.  Thank  you. 

Mr.  Bartlett.  Some  of  us  may  have  questions. 

Chairman  Gonzalez.  I'm  sorry.  I  thought  the  indication  had 
been  that  I  had  asked  everybody  including  Mr.  Bartlett  from 
Texas. 

Mr.  Bartlett.  Thank  you,  Mr.  Chairman.  I  have  to  say  I  am 
quite  impressed  with  the  Nehemiah  Program  as  you  have  present- 
ed it.  It  has  had  some  obvious  success  in  assisting  low-income  fami- 
lies and  low-income  people.  I  have  seen  similar  projects,  although 
this  seems  to  be  one  of  the  better  ones  in  terms  of  actually  deliver- 
ing what  it  promises.  So  I  am  quite  impressed  by  both  your  results 
and  the  way  you  have  approached  it. 

You  seem  to  have  approached  it  with  a  good  deal  of  common 
sense  in  just  sitting  down  to  see  what  will  work.  You  approached  it 
with  something  we  in  the  Federal  Grovemment  forget  I  think  quite 
a  bit,  or  at  least  I  hear  up  on  Capitol  Hill  often.  That  is  you  ap- 
proach it  with  that  commitment  to  try  to  provide  a  large  measure 
of  homeownership  opportunity.  You  have  allowed  low  income 
people  to  own  their  home  and  cut  through  the  redtape  and  make 
sure  they  do  that. 

Sometimes  we  sit  on  this  committee  and  I  hear  ofl;en  erroneously 
that  those  families  either  can't  or  shouldn't  be  allowed  to  own 
their  homes,  that  Government  housing  is  the  way.  I  think  you  have 
disapproved  that  very  well.  It  is  also  locally  community  designed, 
implemented  and  managed,  managed  by  the  people  involved  direct- 
ly, not  some  sort  of  agency  on  high. 

I  did  listen  to  your  testimony  carefully.  I  do  think  much  of  what 
you  say  is  accurate  and  correct  and  needs  to  be  said.  I  am  not 
trjring  to  put  words  in  your  mouths,  but  often  times  Federal  Gov- 
ernment programs  themselves  do  help  people.  But  ofl;entimes  they 
get  in  the  way  of  helping  people.  And  Hie  Government  programs 
themselves  become  the  problem.  I  realize  that  is  an  overstatement, 
but  we  see  it  quite  ofl;en.  I  have  heard  what  you  have  said  from 
low^income  families,  tenants  and  homeowners  in  Dallas,  TX,  and 
frtmi  some  of  the  worse  poverty  areas  we  have.  They  ask  for  that 
opportunity  to  buy  that  home  and  the  opportunity  to  live  in  it  with 
code  enforcement  and  to  live  in  a  crime  free  neighborhood. 

And  I  think  that  is  the  approach  that  you  are  taking.  Often- 
times housing  owned  and  operated  by  the  government  is  the  least 
compassionate  solution.  Can  you  describe  for  us  both  the  assistance 
and  impediments  that  you  received  from  both  tiie  city  of  New  York 
and  frcin  the  Federal  Government.  As  you  developed  the  program, 
what  hurdles  did  you  have  to  overcome  both  by  the  Federal  Gov- 
ernment and  the  city,  and  what  assistance  did  you  receive  from 
both? 
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Reverend  Wescott.  Mr.  Congressman,  Mr.  Chairman,  I  be^eve 
that  that  answer  would  come  better  from  someone  who  will  be^  tes- 
tifying later  who  has  been  intimately  involved  in  that  question. 

Mr.  Bartlett.  Let  me  ask  you,  then,  do  any  of  the  three  of  you 
have  any  concern  that  if  a  Federal  program  is  badly  constructed,  it 
could  end  up  smothering  the  creativity  of  this  program?  Federal 
programs  have  a  way  of  becoming  awfully  bureaucratized  with 
rules  and  regulations  from  Washir^ton  that  did  not  exist  before. 

Do  you  have  any  concerns  about  that  or  advice  as  to  how  we  can 
avoid  that? 

Reverend  Youngblood.  In  terms  of  the  Nehemiah  plan?  If  you 
read  the  bill  correctly  and  if  it  is  passed  as  it  is,  we  won't  have  tiiat 
problem. 

Mr.  Bartlett.  So,  the  way  the  bill  is  worded,  you  think  that 
won't  happen. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you. 

Our  next  panel  labeled  Nehemiah  homeowners  are  Mr.  and  Mrs. 
Angel  Torres,  Ms.  Carmella  GofiTe,  and  Ms.  Alice  McCoUum. 

If  there  are  no  objections,  we  will  recognize  Mr.  and  Mrs.  Torres 
first. 

STATEMENT  OF  ANGEL  TORRES,  NEHEMIAH  HOMEOWNER, 
BROOKLYN,  NY 

Mr.  Torres.  My  name  is  Angel  Torres  and  this  is  my  wife,  Jose- 
phine. I  have  my  three  children  with  me.  We  live  at  426  Christo- 
pher Avenue  in  the  heart  of  Brooklyn.  We  are  members  of  the  East 
Brooklyn  Church,  and  we  are  one  of  the  pioneer  families  living  in 
the  Nehemiah  homes  over  there.  You  see  my  house  over  there. 

We  are  Hispanic.  Most  of  us  €u-e  workers  of  medium  income.  We 
always  have  a  dream  to  own  our  own  house,  but  it  looks  so  diffi- 
cult. It  looks  like  only  it  was  a  beautiful  dream,  but  never  going  to 
get  that  house. 

STATEMENT  OF  JOSEPHINE  TORRES,  NEHEMIAH  HOMEOWNER, 

BROOKLYN,  NY 

Mrs.  Torres.  We  used  to  live  in  a  large  crowded  apartment 
building.  We  had  so  many  problems  over  there.  Our  children  did 
not  have  a  safe  place  to  play.  One  time  my  husband  was  assaulted. 
He  almost  got  killed  coming  home  from  work.  Because  we  don't 
have  no  parking  space  near  our  building,  I  used  to  walk.  One  nigfaty 
three  youths  assault  him.  My  daughter  felt  like  an  animal  in  a 
cage.  She  didn't  have  no  friends  to  play  with.  We  felt  very  frustratr 
ed. 

We  tried  to  move  many,  many  times,  but  we  can't  afford  to  pay 
the  rent.  They  were  too  high,  $1,000  for  three  bedrooms.  I  told  my 
husband  we  hieive  to  remain  here.  There  is  no  other  choice. 

Mr.  Torres.  I  remember  that  I  was  looking  for  a  house  to  rent 
another  place  so  many  times  I  was  seeing  in  the  newspapers.  I 
went  to  different  places.  Finally,  one  day  I  find  a  place,  looks  like 

kI  neighborhood  to  rent  an  apartment  And  I  said  to  myself, 

;    ink  God,  I  find  a  new  place  to  move  from  that  building.'' 
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I  went  inside.  I  liked  the  apartment.  My  wife  meantime  was 
waiting  for  me  outside  in  the  car  on  the  street.  So,  I  told  the  people 
over  there,  "Okay,  we  are  going  to  rent  tins  apartment.  I  love  it. '  I 
was  so  happy.  So,  as  soon  as  my  wife  came  in  and  they  saw  her,  I 
saw  the  face  of  the  people  changing.  And  they  told  me  I  am  sorry, 
Mr.  Torres,  but  we  forgot  to  tell  you  that  the  apartment  was 
rented. 

But  the  only  reason  was  because  they  looked  at  the  color  of  the 
skin  on  my  wife.  That  changed  it  all.  So,  this  leave  me  frozen.  I 
was  so — I  can't  tell  you  how  I  felt  at  the  moment,  so  I  got  home 
and  took  my  wife  and  said,  "Let's  go  to  another  place."  I  didn't  say 
anything  at  all. 

Mrs.  Torres.  Finally,  one  day  a  friend  of  mine  call  me  and  say 
do  you  heard  about  the  Nehemiah  plan?  I  said,  yes,  we  read  them 
in  the  newspaper,  but  I  think  that  plan  is  also  going  to  fail  like  the 
others.  And  she  say,  no,  a  lot  of  good  people  are  involved,  and  this 
is  going  to  be  a  success. 

Then  as  soon  as  my  husband  got  home  from  work,  I  say  to  him, 
do  you  want  to  apply?  I  said,  oh,  yes,  this  is  our  opportunity.  Then 
we  went  to  see  the  place  where  neighborhood  like  Hiroshima  after 
the  bombing.  I  say,  oh,  no,  I  remain  where  I  am  because  I  am  not 
moving  to  iSiis  place.  I  not  raise  my  children  over  here.  This  is  hor- 
rible. 

And  my  husband  say  I  do  have  faith  in  this  plan,  and  we  going 
to  go  right  ahead. 

Mr.  Torres.  I  was  fighting  with  mvself,  and  say,  my  goodness,  I 
am  going  to  live  in  this  place  over  here.  But  I  have  faith  in  the 
plan.  I  have  faith  in  the  people  that  were  planning  to  do  this 
amount,  and  I  said  this  is  going  to  change.  This  is  going  to  be  a 
new  place,  beautiful  place  to  live.  So  we  move  in. 

We  were  one  of  the  pioneers  living  over  there.  And  we  are  very 
proud  to  be  living  in  Brownsville  now.  Before  I  was  ashamed,  are 
you  going  to  Brownsville.  I  remember  telling  my  friends,  where  you 
going  to  move?  I  told  them,  I  was  afraid  to  tell  them  going  to  move 
to  Brownsville.  I  said  I  am  going  to  live  in  the  back  of  the  airport. 

Now,  I  can  tell  everybody  I  am  proud  to  be  living  in  Brownsville. 
I  am  proud  to  be  living  in  Brooklyn,  NY. 

Mrs.  Torres.  Today,  I  feel  so  happy  with  my  own  house  seeing 
my  children  playing  in  their  own  backyard;  my  husband  coming 
home  from  work  parking  his  car  in  the  driveway.  I  feel  like  a  new 
person.  Even  if  I  win  the  New  York  lottery,  I  do  not  sell  my  house. 
[Applause.] 

Chairman  Gonzalez.  Thank  you. 

We  next  will  hear  from  Ms.  Goffe. 

STATEMENT  OF  CARMELLA  GOFFE,  NEHEMIAH  HOMEOWNER, 
BROWNSVILLE,  NY 

Ms.  Goffe.  Yes,  I  am  here  with  my  three  children,  Armel,  Peter, 
and  Joseph.  I  grew  up  just  a  few  blocks  away  from  where  the  Ne- 
hemiah Home  plan  site  is  in  Brooklyn.  I  attend  school  in  Browns- 
ville and  it  was  always  important  to  me  to  get  a  good  education,  to 
find  a  good  job  and  to  succeed.  I  worked  for  the  New  York  City 
Transit  Authority  as  a  conductor. 
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When  it  became  apparent,  I  said  I  wanted  something  more  for 
my  children  than  I  had  for  myself  It  was  not  easy  to  come  home 
and  wonder,  can  you  make  it  upstairs  to  your  apartment  door 
safely  or  whether  after  school  the  kids  were  able  to  get  home  and 
get  past  drug  addicts  who  were  hanging  out  in  the  lobbies  of  our 
apartment  building. 

I  wanted  a  better  environment  for  the  boys  and  myself,  but 
apartments  were  too  hard  to  come  by.  They  were  so  expensive,  600 
and  up  everywhere  you  looked.  Before  there  was  even  an  Armel, 
Peter,  or  Jospeh,  I  had  read  an  article  in  the  New  York  Sunday 
News.  The  article  was  about  a  builder's  plan  to  build  affordable 
housing.  I  said  this  is  the  American  dream,  my  dream.  I  wanted 
that.  I  said  maybe  some  day  this  could  happen  to  me. 

In  1981,  Sast  Brooklyn  Churches  was  formed  and  after  about  1 
year,  the  organization  came  up  with  a  Nehemiah  plan.  And  the 
builder  would  be  I.D.  Bobbins.  Something  clicked  in  the  back  of  my 
mind,  and  I  said  that  article  I  read.  I  had  torn  it  out  of  the  newroa- 
per  and  went  back  and  found  that  article.  And  I  looked  at  it  and  it 
was  I.D.  Bobbins  who  was  the  author  of  that  article. 

I  said,  lo  and  behold,  my  goodness,  this  could  be  it  for  me.  This 
could  be  it  for  me  and  my  family.  The  American  dream.  Three 
months  ago,  me  and  my  sons,  we  moved  into  a  Nehemiah  plan 
home.  We  are  totally  pleased.  My  mind  is  at  ease.  I  know  the  txqfs 
don't  have  to  come  home  and  walk  up  dark  stairwells.  I  know  that 
when  I  go  to  work  in  the  wee  hours  of  the  morning,  I  don't  have  to 
be  afraid  anymore.  And  I  am  just  so  glad. 

The  boys,  they  love  the  neighborhood.  We  are  now  in  a  conununi- 
t^  that  is  close  knit,  growing,  alive,  and  striving.  My  American 
dream  came  through  because  of  the  Nehemiah  plan,  and  I  would 
love  to  see  that  happen  for  other  people  in  the  whole  USA. 

[Applause.] 

Chairman  Gonzalez.  Our  next  witness  is  Ms.  Alice  McCollum. 

STATEMENT  OF  ALICE  McCOLLUM,  NEHEMIAH  HOMEOWNER, 
BROWNSVILLE,  NY 

Ms.  McCollum.  Mr.  Chairman  and  members  of  the  subconunitr 
tee,  my  name  is  Alice  McCollum  and  I  am  a  member  of  the  South- 
em  Baptist  Church  in  Brownsville.  I  am  the  mother  of  nine  chil- 
dren, and  I  raised  them  all  right  there  in  Brownsville.  My  bal^ 
boy,  which  is  21  years  old— his  birthday  was  yesterday— and  my 
oldest  daughter,  which  is  32  years  old  today,  and  I  am  a  proud 
mother  of  my  nine  children.  And  they  have  made  me  very  proud  of 
them. 

In  the  midst  of  a  ghetto,  we  have  seen  it  go  down  to  almost  noth- 
ing. I  always  taught  them  the  value  of  having  a  job  and  visions.  I 
also  told  them  no  matter  what  the  circumstances  around  you  may 
look  like,  don't  ever  let  go  of  your  vision  and  dream.  We  had  a 
vision  and  dreams  of  owning  a  home,  but  as  time  went  by,  on  the 
salary  that  was  coming  in  our  home,  it  seemed  impossible. 

All  around  us  things  was  beginning  to  decay.  Buildings  was  de- 
caying, and  I  have  seen  programs  come  up  and  I  have  seen  them 
die  down.  Nothing  eveiy  materialized.  Yet  still  I  tell  them,  don't 
let  go  of  your  dream.  And  then  as  they  began  to  graduate  from 
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hi^h  school  and  began  to  get  out  on  their  own  and  get  jobs,  thev 
said»  "Mama,  we  mil  never  own  a  home  on  our  salary."  I  said, 
"Honey,  don't  let  go  your  dream." 

All  around  us  was  just  like — our  place  around  us  was  just  like  as 
Ezekiel  said  in  the  37th  chapter  of  Ezekiel.  Our  place  began  to  look 
like  a  valley  of  dry  bones.  And  that  is  the  way  most  of  the  people 
in  the  area  were  beginning  to  feel  like,  a  bunch  of  dry  bones.  So 
the  churches  being  the  only  viable  organization  left  there,  they 
began  to  have  a  dream  also  and  wondered  could  these  dry  bones 
live  again. 

AU  our  church  leaders  got  together,  our  preachers,  the  Rev. 
Johnny  Ray  Youngblood,  the  Father  Hinches,  and  all  the  Cross  Ec- 
umenical pastors  began  to  get  together  and  said,  "What  can  we  do 
about  our  area?"  They  said  something  is  lacking  here,  and  we  need 
to  revitalize  our  area.  What  can  we  do?  And  they  realized  that  we 
need  help.  What  kind  of  help  do  we  need?  We  need  someone  to  or- 
ganize us  because  we  have  tried  so  many  times  our  way,  and  we 
nave  failed. 

So  they  recognized  the  need.  As  long  as  you  recognize  you  have  a 
need  for  something,  you  can  rally  to  the  point.  So  they  recognized 
the  need  to  have  an  organization,  to  be  organized.  So  they  called, 
they  got  together,  the  pastors  got  together  and  called  the  industrial 
areas  founaation,  whicn  train^  our  pastors  and  a  lot  of  lay  leaders 
to  organize  themselves.  What  we  needed  was  someone  to  speak 
English  to  the  English-speaking,  and— dry  bones,  and  we  n^ed 
someone  to  speak  Spanish  to  the  Hispanic  dry  bones.  And  we  recog- 
nized that  need. 

So  the  Reverend  Youngblood  began  to  preach  to  the  dry  bones 
and  the  Father  Hinches  began  to  preach  to  dry  bones.  Say  get  up. 
We  have  a  vision.  We  going  to  live  again.  And  we  began  to  talk 
back.  You  mean  we  can  get  up  out  of  this  run?  We  can  make  some- 
thing out  of  nothing?  We  got  a  dream.  We  can  live  again.  And  out 
of  that  dream  came  the  Nehemiah  plan. 

I  told  my  daughers— she  said  so— "Mama,  if  this  is  what  hap- 

G^ns,  we  can  own  a  home  again."  She  is  home  and  she  is  working. 
y  oldest  daughter,  the  first  to  buy  a  home  there,  she  is  one  of  the 
fiiBt  ones  going  in  for  the  homes.  And  she  is  there  today  enjoying 
her  home.  I  have  three  more  kinds  in  line,  and  I  am  telling  you  I 
want  all  nine  of  them  to  get  one.  And  not  only  them,  but  aU  the 
rest  of  the  people  there. 

When  I  saw  this,  this  picture  failed  to  tell  the  true  story.  We 
have  a  suburb  in  Brownsville.  Tliat  is  what  we  have  now.  And  Mr. 
I.D.  Robbins,  oh,  a  great  man  to  help  us  get  this  off  the  ground.  We 
began  to  go  to  the  people  we  know  we  needed  help  firom.  They 
began  to  say,  you  know,  I  think  these  people,  you  know,  I  don  t 
think  these  people  got  it  all  up  here.  But  we  still  had  our  vision  up 
there. 

That  is  what  we  had  there,  and  we  began  to  talk  to  people 
around  us  and  let  them  know  what  we  need,  and  they  say,  well, 
maybe  this  plan  will  work.  And  it  has. 

And  I  thaink  God  for  it  today.  I  don't  feel  no  way  negative.  I  feel 
positive  all  the  way  about  the  bill  and  everything  because  prayer 
can  change  anything,  and  we  are  praying.  We  are  a  praying  people. 
We  have  visions,  and  we  speak  positive  things. 
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The  Bible  tells,  us  you  have  what  you  say,  so  I  say  we  have  a 
whole  lot.  We  have  a  lot  of  homes  coining  up,  and  I  believe  it.  I 
believe  it.  I  believe  it  is  a  good  bill,  and  I  believe  it  is  going  to 
work.  It  can  work,  and  those  of  us  who  pray,  we  are  flying  to  pray 
while  you  are  up  here  on  the  Hill  doing  the  work  tor  us.  And  I 
have  no  doubt  about  that.  We  recognize  them  as  old  friends.  Now, 
we  recognize  Mr.  Bartlett. 

Where  did  he  go?  I  saw  him  there  a  few  minutes  ago.  We  recog- 
nize him  as  a  new  friend.  And  God  bless  you  all. 

[Applause.] 

Mr.  MrrcHELL.  Mr.  Chairman,  I  do  have  a  question,  but  before 

Eutting  my  question,  I  would  like  to  say  this  is  one  of  the  nicer 
earings  for  me.  You  and  I  have  seen  the  room  packed,  but  it  is 
almost  as  if  the  people  are  not  alive.  You  are  very  much  alive. 

S Applause.] 
:  want  to  ask  all  three  of  the  witnesses  what  they  were  payinff  in 
rent  in  their  last  place  of  residence?  How  many  rooms  were  in  tnat 
rented  unit,  and  what  are  they  paying  now  in  terms  of  thdr 
monthly  mortgage. 

Ms.  McCoLLUM.  My  daughter  had  a  two-bedroom  apartment,  and 
she  was  pacing  $528  for  a  place  that  was  not  fit  to  live  in.  Now  she 
pays  $362  tor  her  mortgage. 

Mr.  MrrcHELL.  Mr.  Torres,  or  Mrs.  Torres? 

Mr.  Torres.  We  were  living  in  a  small  apartment,  and  we  were 
paying  $450,  and  we  are  paying  $350. 

Mr.  MrrcHELL.  How  many  rooms  were  in  your  apartment? 

Mr.  Torres.  Four  rooms  only. 

Mr.  MrrcHELL.  And  now  you  have? 

Mr.  Torres.  Complete  basement,  first  floor  and  second  floor  with 
three  bedrooms. 

Ms.  Goffe.  I  lived  in  a  two-bedroom  apartment  subsidized  paying 
$331  for  rent.  Now  I  pay  $35  for  a  mortgage. 

Mr.  MrrcHELL.  Fine;  thank  you  very  much. 

Chairman  Gonzalez.  Mr.  Schumer. 

Mr.  ScHUBiER.  I  just  had  a  similcu-  question  to  the  witness.  The 
down  pajrment  of  $5,000,  did  you  find  that  difficult  to  come  by?  Did 
you  save  a  long  time  before  hand,  et  cetera.  Tell  us  a  little  about 
that. 

Mr.  Torres.  For  ourself,  it  was  a  little  difficult  in  the  beginning 
because  when  they  told  us  this  plan  was  going  to  start,  we  thought, 
like  all  the  plans,  it  is  going  to  take  years.  I  said  I  didn't  care  to 
have  the  money  together.  So  when  thejr  call  me  all  of  a  sudden,  it 
is  a  few  months.  I  had  the  money,  but  in  different  places,  I  had  to 
put  it  together. 

It  was  so  quick,  the  plan  was  growing,  that  was  the  only  reason 
we  had  the  money. 

Ms.  McCoLLUM.  Well,  when  they  started  talking  about  building 
the  homes  and  what  they  would  cost,  like  $5,000  downpayment,  ^u 
know,  and  she  said,  "Boy,  you  know,  that  is  OK.''  I  can't  bdieve 
this.  And  she  said  I  have  a  little  money.  I  have  about  $2,000  ru^t 
now  in  the  bank.  By  moving  in  with  her  sister,  she  haid  moved  in 
with  her  sister  by  then.  She  said  I  have  about  $2,000.  I  said,  'Tou 
let  the  first  one  hundred  in  first.  By  the  time  they  get  in  the  house, 
we  will  have  the  r^st  of  the  money. ' 
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Ms.  GoFFE.  I  began  to  save  the  money  up,  and  my  family  helped 
me  by  giving  me  j^fts. 

Mr.  ScHUMER.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  Bartlett. 

Mr.  MrrcHELL.  Mrs.  McCollum,  I  understand  you  said  some  nice 
words  about  me. 

Ms.  McCoLLUM.  I  missed  you,  Mr.  Bartlett. 

Mr.  MrrcHELL.  I  apologize.  I  was  trying  to  return  one  of  the  45 
telephone  calls  I  receiv^  this  morning.  I  really  appreciate  your 
testimony.  You  all  have  said  some  things,  as  I  said  earlier,  that  I 
had  heard  in  the  Dallas  area,  where  people  at  all  income  levels  are 
crying  out  for  that  opportunity  to  buy  a  home.  And  you  have  ar- 
ticulated that  very  well. 

If  you  were  sitting  in  our  shoes  with  dollars  to  spend  on  public 
housmg  or  on  programs  to  give  families  a  chance  to  buy  their 
homes,  which  would  you  choose:  More  public  housing  and  rent  as- 
sistance or  homeownership  opportunities,  such  as  Nehemiah? 

Ms.  McCoLLUM.  That  would  be  no  hard  question  for  me  to  ask. 
We  don't  need  any  more  public  housing.  We  need  more  homeown- 
ership. That  is  how  the  neighborhood  b^an  to  be  stabilized.  That 
is — sitting  where  you  sit,  I  see  my  name  up  there.  Maybe  I  was 
supposed  to  be  there 

Mr.  MrrcHELL.  Ms.  McCollum,  I  would  like  to  have  you  here, 
given  what  you  are  saying. 

Ms.  McCoLLUM.  I  definitely  look  at  the  homeownership  because 
that  is  where  it  is  at. 

Mr.  MrrcHELL.  Mr.  Torres,  Mrs.  Gofife,  do  you  agree? 

Mr.  Torres.  Yes,  without  any  doubt  I  have  to  say,  yes.  It  is  a  lot 
of  difference.  I  explained  before  how  we  were  living,  the  condition 
we  were  living  in  before,  and  now  living — having  our  own  house, 
that  is  so  different.  We  feel  so  happy.  Our  kids  can  play.  We  have 
friends.  All  the  people  together  in  the  community,  it  is  a  lot  better. 

Ms.  GoFFE.  I  agree  totally.  From  what  I  see  of  the  plan  it  would 
benefit  both  the  public  housing  and  the  homeownership  because  it 
is  going  to  free  up  some  of  that  public  housing  so  people  who  can 
get  out  there,  you  will  have  apartments  free  so  other  can  move  in. 

Mr.  MrrcHELL.  Mr.  Chairman,  I  would  like  to  make  one  other 
comment. 

Chairman  Gonzalez.  Absolutely. 

Mr.  MrrcHELL.  I  was  very  interested  in  your  responses.  I  am  to- 
tally supportive  of  the  Nehemiah  plan.  I  am  totally  supportive  of 
the  idea  of  homeownership,  but  I  will  never  foreet  that  there  are 
people  who  will  need  public  housing  at  least  until  this  program  has 
been  expanded  to  a  national  level.  I  just  want  to  remind  the  chair- 
man that  I  have  often  spoken  about  a  public  housing  unit  in  my 
city. 

One  of  the  oldest  public  housing  units,  it  is  still  beautifully  kept, 
beautifully  maintained.  It  is  not  a  highrise,  because  I  hate  them. 
These  are  two  units,  and  people  have  a  sense  that  it  is  their  home; 
this  is  mine  where  my  family  can  live.  And  it  shows  that  in  the 
oldest  public  housing  units,  which  are  well  kept,  that  a  sense  of 
family  and  community  thrived  there. 

The  problem  with  public  housing  surfaced  when  we  got  too  > 

to  build  individual  houses  and  started  to  build  those  highr 
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were  just  cages  for  human  beings.  So  I  want  to  stress  my  perspec- 
tive, and  that  is  while  I  am  totally  supportive  of  homeownership 
and  will  fight  for  the  Nehemiah  plan,  I  am  mindful  of  the  fact  that 
we  are  going  to  need  public  housing  for  a  long,  long  time,  decent, 
safe,  affordable  sanitanr  public  housing. 

Mr.  ScHUMER.  Would  the  gentleman  jrield? 

Mr.  MrrcHELL.  I  would  be  delighted  to  jrield. 

Mr.  ScHUMER.  I  come  at  Mr.  Bartlett's  from  a  different  penqpec- 
tive,  although  I  certainly  agree  with  my  good  coUea^e  from  Michi- 
gan— I  mean  from  Maryland.  But  just  to  share  with  you  what  the 
chahman  was  talking  about  yesterday,  here  we  are  and  you,  Mr. 
Bcutlett,  have  been  good  enough  to  sit  here  and  listen  to  these 
hearings.  And  I  am  sure  moved  by  them  as  anyone  who  sits  in  this 
room  must  be.  Yet,  yesterdav  when  we  had  the  Secretary  of  HUD 
here,  and  this  is  what  the  chairman  was  talking  about  yesterday, 
he  doesn't  want  to  see  any  alternatives. 

What  we  tried  to  do  with  the  HoDAG  Program  last  year,  and 
with  Nehemiah,  was  to  say,  look,  we  have  different  philosophies. 
There  is  no  doubt  about  that,  but  there  are  certain  programs  sudi 
as  Nehemiah — that  chart  tells  the  whole  story.  They  say  you  can 
build  one  new  unit  of  public  housing  or  seven  Nehemiah  homes 
which  in  turn  free  up  three  units  of  public  housing. 

The  total  amount  of  subsidy  here  is  $15,000  which  is  much  cheap- 
er than  anything  we  have  been  able  to  do  for  a  permanent  home 
that  is  owned,  and  it  is  a  second  mortgage  which  will  come  back. 
Yet,  we  can't  seem  to  get  the  folks  at  0N&,  the  folks  at  HUD  to— 
they  will  acknowledge  that  there  is  a  problem,  but  they  won't  help 
us  explore  new  ways  such  as  they  Nehemiah  has  done  here. 

That  is  the  frustration  the  Chairman  Gonzalez  was  speaking  of 
and  the  frustration  that  I  am  speaking  of.  And  I  am  really  appreci- 
ative of  your  sitting  through  this  testimony  and  listening  to  it  and 
bringing  what  of  course  is  a  different  politiccd  perspedive  on  it 
than  I  have  or  Perin  has. 

Mr.  MrrcHELL.  If  the  gentleman  will  3rield,  we  may  share  much 
more  in  common  in  terms  of  homeownership  opportunities  for  low 
income  families  than  you  might  imagine.  It  is  easy  to  sit  here  and 
expound  upon  mv  agreements  and  disagreements  with  the  adminis- 
tration. But  if  this  committee  continues  to  allow  itself  to  simply 
fall  into  the  trap  of  talking  about  what  is  wrong  with  somebody  in 
another  branch  of  government  without  taking  actions,  we  wiU  not 
increase  homeownership  opportunities.  We  can't,  nor  should  we 
close  down  public  housing  tomorrow,  but  the  failure  of  the  Federal 
Government  in  terms  of  low-income  families  has  not  been  a  failure 
because  of  the  lack  of  construction  of  public  housing. 

We  had  our  Pruitt-Igoe  and  others.  It  has  been  a  failure  to  pro- 
vide families  that  opportunity  to  buy  housing  at  all  income  levels. 
That  is  what  the  Nehemiah  proposal  is  trying  to  do.  I  look  forward 
to  working  with  the  gentleman. 

Mr.  ScHUMER.  That  is  ereat. 

Mr.  MrrcHELL.  From  the  legislative  perspective,  you  and  I  must 
do  what  we  ought  to  do  to  provide  those  alternatives  for  homeown- 
ership at  all  income  levels. 

Mr.  ScHUMER.  That  is  what  we  are  trying  to  do  today,  and  I  ap- 
preciate your  comments. 
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Chairman  Gonzalez.  I  thank  both  my  colleagues,  Mr.  Mitchell 
and  Mr.  Schumer,  for  clarifying  their  remarks,  because  I  think  the 
thing  I  resent  most  was  the  way  Mr.  Bcutlett  posed  the  question.  It 
was  like  asking  if  your  mother-in-law  and  your  mother  were 
drowning,  which  one  would  you  save?  That  isn't  the  issue.  The 
issue  isn  t  that  simple,  Mr.  Bartlett. 

It  isn't  a  question  of  whether  we  are  going  to  choose  between  ap- 
propriation for  public  housing  or  for  home  ownership,  and  you 
know  it.  So  I  thmk  that  ought  to  be  clarified.  Naturally,  anybody 
would  answer— anybody  would  say  I  would  rather  own  a  home 
than  rent.  If  I  could  live  in  a  private  dwelling  rather  tlmn  public 
housing—- of  course.  But  that  is  not  the  issue. 

The  issue  is  very  different,  and  I  am  glad  you  clarified  it,  gentle- 
men. Well,  thank  you  very  much. 

Mr.  ToRRBS.  Thank  you. 

Chairman  Gonzalez.  We  will  see  you  again. 

Our  next  panel  consists  of  our  very  distinghished  colleague  who 
was  also  witii  us  in  our  New  York  subcommittee  field  hearing.  We 
were  touching  borders  of  his  district.  We  were  actually  in  Mr. 
Schumer's  district,  East  Brookljm.  The  next  panel  includes  Con- 
nessman  Owens  from  New  York,  the  very  distinguished  Mr.  I.D. 
Kdbbins,  general  manager  of  the  Nehemiah  with  whom  we  visited, 
Mr.  Mike  Gecan,  national  staff  industrial  areas  foundation,  the 
Honorable  Anthony  Gleidman,  tremendous  public  servant.  Com- 
missioner of  New  York  City  of  Department  of  Housing  Preserva- 
tion and  Development,  and  our  very  distinguished  friend,  long  time 
standing,  Mr.  Winston  Martin,  executive  director,  San  Antonio  De- 
velopment Agency,  whom  I  will  introduce  a  little  bit  more  specifi- 
calW  subsequently. 

We  recognize  the  Congressman  at  this  time. 

STATEMENT  OF  HON.  MAJOR  R  OWENS,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  NEW  YORK 

Mr.  Owens.  Thank  you,  Mr.  Chairman.  I  have  already  thanked 
this  Committee,  the  mstinguished  members  of  the  subcommittee 
for  recognizing  the  value  of  the  Nehemiah  plan.  We  have  a  treas- 
ure here,  a  perfect  pilot  project,  and  it  is  to  the  credit  of  this  Com- 
mittee that  they  have  the  good  sense  to  recognize  that. 

I  also  want  to  say  that  I  am  honored  to  have  been  included,  re- 
quested by  the  East  Brookljm  churches  to  join  them  on  this  side  of 
tne  table  in  offering  testimony  in  support  of  this  legislation.  The 
Nehemiah  plan  for  the  construction  of  5,000  homes  represents  one 
of  the  brightest  ra^  of  hope  for  the  rebirth  of  our  cities  that  can 
be  found  anywhere  in  America.  These  homes  are  being  constructed 
in  the  poorest  section  of  my  congressional  district,  whereas  many 
of  them  will  be  located  in  the  11th  Congressional  District,  adjacent 
to  mine — all  of  the  homes  presently  under  construction  and  that 
have  been  constructed  are  located  in  the  12th  Congressional  Dis- 
trict. 

This  district  unfortunately  ranks  as  the  seventh  poorest  congres- 
sional district  in  America.  The  adjacent  district,  the  11th,  is  the 
fourth  poorest  in  America.  Since  this  pilot  program  for  low-cost 
housing  is  working  in  this  impoverished  setting,  it  is  obvious  that  it 


Digitized  by  VjOOQIC 


2868 


will  work  anywhere  in  the  country.  I  congratulate  ^ou  on  this 
hearing  and  your  willingness  to  consider  ways  in  which  to  bring 
these  same  benefits  to  a  larger  national  constituency  of  the  home- 


The  environment  is  one  of  urban  poverty,  but  there  is  no  poverty 
of  spirit  among  the  people  who  have  made  a  small  village  of  new 
homes  literally  rise  from  the  rubble  in  the  Brownsville  and  east 
New  York  section  of  New  York  City.  In  an  area  of  the  city  which 
was  long  ago  written  off  by  the  banks  and  the  real  estate  develop- 
ers, the  east  Brookljm  churches  have  created  an  oasis  of  communi- 
ty development.  Not  only  has  housing  been  given  new  life,  but  the 
schools,  the  community  centers,  the  job  training  projects,  the 
parks,  the  transportation  system  and  the  possibilities  for  economic 
development  are  all  in  bloom  as  a  result  of  this  fundamental  for- 
ward step  to  meet  this  basic  need  for  shelter. 

I  have  no  doubt  that  today  you  will  hear,  and  you  have  heard 
already,  very  detailed  expert  and  authentic  testimony  concerning 
the  Nehemiah  plan.  I  had  the  good  fortune  to  be  invited  by  these 
churches  to  spend  several  days  with  them  in  a  training  session, 
and  I  heard  many  of  the  stones  behind  the  stories.  It  was  not  by 
magic  certainly  and  although  they  do  pray  a  lot,  it  is  not  by  prayer 
alone  that  they  have  come  this  far.  It  was  by  sweat,  by  trust,  and 
by  faith,  and  a  lot  of  very  sound  thinking  that  they  have  come  to 
this  point. 

Certainly  the  details  of  the  interlocking  grid  of  financing,  con- 
struction, bureaucracy  expediting,  community  development^  and 
human  engineering  are  not  my  primary  concern,  as  others  will  ad- 
dress them.  I  merely  want  to  emphatically  state  one  basic  position. 
The  taxpayer  dollars  being  spent  in  the  Nehemiah  approach  to 
home  building  represent  an  optimum  use  of  Government  funds  for 
housing.  In  the  Nehemiah  approach  public  dollars  achieve  maxi- 
mum leverage  and  maximum  impact.  And  beyond  the  immediate 
physic€d  construction  of  shelter,  the  fact  is  that  it  is  rebuilding  an 
entire  neighborhood.  This  method  sets  in  motion  a  chain  reaction 
of  community  development  which  guarantees  that  the  shining  new 
buildings  of  today  will  not  become  the  slums  of  tomorrow. 

Long-term  protection  is  provided  for  both  the  public  and  the  pri- 
vate investments.  The  Nehemiah  strategy  is  botn  conservative  and 
revolutionary.  It  is  conservative  because  it  spends  the  least  amount 
of  public  dollars  for  each  unit  of  housing.  It  is  revolutionary  be- 
cause it  exposes  the  inflated  claims  of  the  orthodox  housing  con- 
struction industry.  We  have  been  told  for  the  last  10  or  15  years 
that  you  cannot  construct  housing  at  these  costs;  that  you  must 
spend  the  kinds  of  enormous  sums  that  we  hear  in  the  alternative 
programs. 

These  startling  figures,  and  I  won't  repeat  them  here  because  I 
think  they  will  be  mentioned  by  other  people — the  figures  when 
you  compare  Nehemiah  with  the  alternative  plans,  the  figures  are 
indeed  startling.  Without  a  doubt,  the  Nehemiah  homes  represent 
the  best  bargain  possible  for  both  the  families  as  well  as  the  Ameri- 
can taxpayers. 

Chairman  Gonzalez.  Thank  you  very  much.  We  appreciate  your 
support,  Congressman,  as  we  told  you  in  New  York  last  year. 

[Mr.  Owens'  prepared  statement  follows:] 
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STATEMENT  OF  CONGRESSMAN  MAJOR  OWENS 

ON  HR  1  -  TITLE  V  WHICH  EMBRACES 
THE  PRINCIPLES  OF  THE  NEHEMIAH  PLAN 

March  14,  1985  -  Before  the 

Housing  and  Coromunlty  Development  Sub-Comnlttee 

of  the  Banking,  Finance  and  Urban  Affairs  CoTmaittee 


Let  ne  begin  by  thanking  the  distinguished  members  of  the  Housing 
and  Community  Development  Sub-Committee  of  the  Banking,  Finance 
and  Urban  Affairs  Committee.   I  particularly  want  to  thank  my 
Brooklyn  colleague  and  neighbor.  Congressman  Chuck  Schumer  for 
his  continuing  efforts  to  provide  housing  at  prices  that  families 
can  afford  and  for  his  sponsorship  of  this  legislation.   I  very 
much  appreciate  this  opportunity  to  welcome  my  friends  from 
Brownsville,  Bushwick  and  East  New  York  and  to  again  pay  tribute 
to  the  Herculean  housing  program  which  has  been  undertaken  by  the 
East  Brooklyn  Churches. 

The  Nehemiah  Plan  for  the  construction  of  five  thousand 
homes  represents  one  of  the  brightest  rays  of  hope  for  the 
rebirth  of  our  cities  that  can  be  found  anywhere  in  America. 
These  homes  are  being  constructed  in  the  poorest  section  of  my 
congressional  district  -  and  my  district,  unfortunately,  ranks  as 
the  seventh  poorest  congressional  district  in  America.   Since 
this  pilot  program  for  low-cost  housing  is  working  In  this 
impoverished  setting,  it  is  obvious  that  it  will  work  anywhere  in 
the  country.   I  congratulate  you  on  this  hearing  and  your 
willingness  to  consider  ways  in  which  to  bring  these  same 
benefits  to  a  larger  national  constituency  of  the  homeless. 
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The  environment  is  one  of  \irbfln  novertv,  hut  there  Is  no 
poverty  of  spirit  amonR  the  people  who  h;ive  "lade  a  sm^ll  vlllsii>e 
of  new  hones  literallv  rise  from  the  rnhhle  in  the  ^^rownsvi  1  le 
and  Fs8t  New  York  section  of  New  VorW  Citv,   Tn  an  area  of  the 
citv  which  was  lone  af»o  written  off  hv  the  hanks  anH  the  real 
estate  developers,  the  Fast  Brooklyn  Churches  have  creatoH  an 
oasis  of  community  development.   Not  only  has  honsinp,  been  fjvcn 
new  life,  hut  the  schools,  the  community  centers,  the  loh 
training  orolects,  the  oarks,  the  transportation  svstem  and  the 
possihlli ties  for  economic  development  are   all  in  hloom  as  a 
result  of  this  fundamental  forward  step  to  meet  this  hasic  need 
for  shelter. 

T  have  no  douht  that  today  vou  will  hear  verv  detailed 
expert  and  authentic  testimony  concerning,  the  Nehemiah  ^lan,  its 
considerable  accomplishments  to  date,  and  its  maRnlflcent 
blueprint  for  the  future.   The  details  of  the  interlockinn  qrld 
of  financinp, ,  construction,  bureaucracy  expediting,  community 
development  and  human  enRineerinp  are  not  my  primary  concern  In 
these  introductory  remarks.   T  merely  want  to  emphaticallv  state 
one  basic  position.   The  taxpayer  dollars  heinp,  spent  in  the 
Nehemiah  approach  to  home  buildine  represent  an  optimum  use  of 
p,overnment  funds  for  housing.   Tn  the  Nehemiah  approach  public 
dollars  achieve  maximum  leverape  and  maximum  impact.   And  beyond 
the  immediate  physical  construction  of  shelter,  the  Nehemiah 
method  sets  in  motion  a  chain  reaction  of  community  development 
which  guarantees  that  the  shlninp,  new  buildings  of  today  will  not 
become  the  slums  of  tomorrow.   T.onR-term  protection  is  provided 
for  both  the  public  and  the  private  investments. 
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The  Nehemiah  strategy  is  both  conservative  and 
revolutionary.   It  is  conservative  because  it  spends  the 
least  amount  of  public  dollars  for  each  unit  of  housing.   It 
is  revolutionary  because  it  exposes  the  inflated  clainis  of 
the  orthodox  housing  construction  industry.   Just  a  few 
startling  figures  tell  the  story  and  reinforce  my  argument. 
For  the  entire  life  of  a  Nehemiah  home  the  proposed  public 
subsidy  will  not  be  greater  than  fifteen  thousand  dollars. 
On  the  other  hand,  for  the  thirty  year  life  of  a  Section  235 
subsidy,  the  cost  will  be  more  than  seventy-five  thousand 
dollars;  the  cost  for  a  Section  8  subsidy  nearly  a  hundred 
thousand  dollars;  and  the  cost  for  a  low- income  housing  unit 
will  approach  one  hundred  fifty  thousand  dollars. 

Without  a  doubt  the  Nehemiah  homes  represent  the  best 
possible  bargain  for  both  the  families  who  purchase  them  as 
well  as  the  American  taxpayers. 
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Chairman  Gonzalez.  Our  next  witness  will  be  I.D.  Robbins,  who 
is  the  general  manager  of  the  Nehemiah  plan. 

STATEMENT  OF  I.D.  ROBBINS,  GENERAL  MANAGER,  NEHEMIAH 

PLAN 

Mr.  RoBBiNS.  Mr.  Chairman,  members  of  the  subcommittee,  my 
name  is  LD.  Robbins.  I  am  a  builder  and  general  manager  of  the 
Nehemiah  Program.  The  program  grew  out  of  an  analysis  made  of 
the  housing  problems  of  big  cities,  not  New  York  alone,  and  wrote 
about  it  for  the  New  York  Daily  News,  the  Wall  Street  Journal 
and  other  publications. 

As  a  builder,  I  have  produced  large  numbers  of  dwelling  units  in 
the  thousands,  and  many  major  public  works.  Although  I  proposed 
the  Nehemiah  plan,  lobbied  for  it,  visited  the  Housing  and  Urban 
Development  and  discussed  it  with  the  cabinet  secretary,  I  readily 
confess  that  this  program  would  not  have  had  a  prayer  had  it  not 
been  for  the  churches. 

They  really  put  it  over.  It  was  their  power,  strength,  and  willing- 
ness to  raise  the  funds,  the  construction  money,  free  construction 
money,  which  formed  the — gave  me  the  assurance  and  gave  every- 
body else — the  contractor  and  subcontractors  and  everybody  else, 
the  feeling  that  this  was  not  going  to  fail.  That  is  exactly  what  you 
have  written  into  the  Nehemiah  Fund  Program  in  this  bill. 

You  can  see  over  on  the  right — Fm  sorry,  you  will  have  an  op- 
portunity to  see  it,  but  before  and  after  photographs,  that  will  give 
you  a  pretty  clear  idea  of  what  we  are  doing  and  what  we  tmnk 
can  be  done  in  every  city  that  has  a  housing  problem  or  has  land  to 
build  or  rebuild  on.  What  we  did  was  to  in  fact  take  the  worse  pos- 
sible areas  of  the  city,  not  the  best,  but  the  worse,  where  the  land 
had  little  or  no  value,  where  the  streets  were  still  there,  where  the 
schools  were  still  there,  where  the  sewers  were  there,  but  where 
the  land  had  been  devastated. 

And  there  we  found  the  possibility  of  rebuilding  the  city  at  the 
place  where  the  facilities  and  services  were  already  available  at 
the  lowest  cost.  In  effect,  what  we  did  was  to  do  in  the  bi^  city 
what  had  been  done  in  the  suburbs  by  the  Levitts  and  others  m  the 
postwar  period,  which  I  did,  too. 

I  built  a  lot  of  those  in  the  suburb,  and  what  we  are  doing  is 
demonstrating  that  this  can  be  done  within  the  big  cities  for  the 
benefit  of  the  people  living  there.  I  think  the  charts  are  verv  clear, 
and  they  tell  the  economic  story.  There  is  just  one  change  I  would 
like  to  call  your  attention  to.  I  am  grateful  to  Mr.  McMurray,  who 
mentioned  it  to  me  this  morning,  that  the  present  cost  of  a  public 
housing  unit  is  a  great  deal  more  than  $70,000,  maybe  closer  to 
$120,000.  On  that  basis,  you  could  build  12  Nehemiah  homes,  and 
you  could  find  5  vacancies  in  public  housing  as  a  result.  So  we  are 
in  better  figures  even  than  we  thought  about  when  we  first  started 
this  program. 

In  Brooklyn,  we  are  doing  something  which  nms  counter  to  the 
conventional  wisdom.  Conventional  wisdom  was  you  could  save  old 
neighborhoods,  rebuild,  infill,  refurbish,  rehabilitate,  whatever  the 

)rds  were.  We  recognized  that  new  construction  is  not  only  ini- 
1     lly  cheaper  than  megor  rehabilitation,  but  it  lasts  several  times 
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as  long.  You  are  getting  a  better  house  and  a  longer  lasting  house 
for  your  money. 

And  small  programs  are  not  only  expensive,  but  they  are  subject 
to  quick  destruction  in  old  neighborhoods.  When  you  infill  in  an 
old  neighborhood,  it  is  d3ring  anyway.  That  new  construction  is  at 
risk  the  moment  it  is  put  up.  Builders  know  this,  by  the  way.  It  is 
only  I  hate  to  say  it,  reformers,  public  officials  who  have  not  yet 
accepted  that  fact,  builders  know  that  infilling  is  an  uneconomic 
and  unsound  procedure. 

Large-scale  rebuilding  programs  can  provide  healthy  new  neigh- 
borhoods. You  have  to  have  a  large  enough  neighborhood  to  give 
the  kind  of  assurance  to  a  stable  family  that  they  want  to  invest 
and  live  there.  It  has  to  be  big  enough  to  reassist  bad  influences. 
That  is  why  in  the  bill  you  have  wisely  provided  for  fairly  large 
programs  in  each  place,  or  for  1  percent  of  the  habitable  dwelling 
in  that  city. 

That  means  you  are  going  to  make  a  really  serious  contribution. 
It  is  not  just  going  to  be  a  few  houses  here  and  a  few  houses  there. 
That  won't  work.  And  you  know,  it  won't  work,  you  have  been 
through  it.  At  a  fair  price,  there  is  an  almost  unlimited  market  for 
single  family  owner-occupied  houses.  This  market  cannot  be 
stopped  if  you  give  it  the  slightest  chance. 

I  will  give  you  an  idea.  We  do  not  have  any  selling  expense  in 
Brookljm.  We  keep  our  model  home  open  only  4  hours  a  week. 
Every  Saturday  morning,  from  9  to  1  when  we  open  that  model 
home  there  are  300  or  400  people  waiting  outside.  Now  you  worry 
about  where  are  they  going  to  get  the  $5,000.  The  fact  of  the 
matter  is  that  there  are  about  1,900  people  on  the  waiting  list  at 
the  present  time,  all  of  whom  have  been  checked  out  and  all  of 
whom  have  got  the  $5,000  or  more  in  some  cases. 

Now,  we  knew  also  that  high  prices  were  to  a  considerable  extent 
an  effect  of  small  programs,  but  inadequately  financed  builders  and 
the  high  cost  of  construction  money.  A  smedl  builder  inadequatelv 
capitalized  has  got  to  make  a  large  profit  on  a  house  or  he  can  t 
afford  to  start  this  house.  When  you  run  large  quantities  by  experi- 
enced people,  you  are  able  to  reduce  your  construction  costs  suffi- 
ciently in  addition  to  all  the  other  forms  of  saving  that  you  have  in 
the  program. 

For  example,  by  paying  our  contractors  within  9  days,  which 
would  be  possible,  it  is  unheard  of  in  this  industry  anywhere  in  the 
United  States  that  contractors  are  paid  within  9  davs.  We  do  that. 
That  means,  by  doing  that,  we  save  them  the  cost  of  borrowing  the 
money  from  the  bank  and  getting  hung  up  and  not  being  able  to 
meet  their  payments. 

The  next  thing  it  does  is  it  says  to  the  contractor  or  supplier  who 
is  furnishing  to  us  he  is  going  to  get  paid  in  9  days,  and  therefore 
he  gives  us  a  lower  price.  So  in  addition  to  getting  a  lower  price  by 
buying  in  quantity  we  get  a  lower  price  by  pa3ring  expeditiously. 
Now  actually — and  this,  I  am  sure,  you  know,  there  is  no  way,  in 
fact  the  first  piece  I  wrote  that  appeared  in  the  State  of  New  York 
banking  magazine  attracted— I  see  Mr.  Cosellus  is  here  today.  It  at- 
tracted Governor  Cuomo's  attention,  and  what  we  talked  about  was 
not  the  $20,000  income  family,  but  the  $40,000  income  family. 


Digitized  by  VjOOQIC 


2874 


There  is  literally  no  place  in  the  United  States  today  where  a 
new  home  can  be  bought  by  a  family  with  an  income  of  only 
$40,000.  On  Staten  Island  in  New  York,  the  same  house  building  is 
selling  for  $80,000  or  $90,000  while  we  were  able  to  sell  it  for 
$39,000.  These  are  facts.  There  is  a  chart  there  that  tells  it  very 
well. 

If  you  have  a  conventional  mortgage,  conventional  costs  of  all 
kinds,  you  end  up  with  an  $840  monthly  payment  for  interest  and 
amortization.  But  if  you  start  with  our  approach  and  they  have  got 
it  at  $50,000,  it  could  be  $51,000  or  $49,000  as  it  happens,  and  you 
end  up  with  $300  monthly  payment.  This  is  actually  what  hap- 
pened, and  you  heard  people  testify  to  that.  Their  payments  includ- 
ed their  factors  and  other  figures  that  went  into  that,  into  what 
they  pay  to  the  mortgagee.  I  will  hurry  along. 

Some  form  of  assistance  is  required,  and  in  thinking  about  this 
over  the  years,  I  concluded  that  the  no  interest  second  mortgage 
was  the  cheapest  form  of  subsidy.  It  has  the  additional  benefit  that 
the  Government,  if  the  Government  makes  the  loan,  gets  the 
money  back  in  a  reasonable  time.  Let  me  show  you  what  that 
means. 

That  means  that  if  you  in  your  bill  have  $300  million  up  and  get 
30,000  houses  out  of  it  the  first  year,  and  you  get  $300  million  the 
next  year,  you  get  another  30,000  at  the  end  of  perhaps  5  years,  the 
turnover  will  make  that  almost  a  self-sustaining  program.  This  is 
exactly  why  this  is  one  of  the  reasons  why  it  is  a  conservative  ap- 
proach to  what  otherwise  is  a  free-spending  approach. 

And  I  must  tell  you  that  that  is  the  original  thinking  that  I  had 
on  this  at  the  time  when  we  were — when  I  was  trying  to  get  other 
people  to  accept  it;  get  the  Government  ofiicials  to  accept  it.  Until 
we  met  the  East  Brookljm  churches,  nobody  took  it  seriously.  Now, 
I  am  proud  to  say  we  have  got  the  best  people  in  the  world. 

[Applause.] 

Mr.  RoBBiNS.  Now  one  other  thing— well,  I  think  I  have  told  the 
story.  I  really  would  like  to  answer  any  questions  you  have.  What 
we  have  got,  we  are  going  to  build  800  this  sunmier  and  will  prob- 
ably put  another  thousand  in  next  year.  I  brought  some  renderings. 
I  don't  have  to  make  this  house  a  row  house.  Depends  on  where  it 
is.  We  are  talking  to  people  in  other  States  about  it.  And  they  are 
committed  to  slab  houses  without  basements,  detached.  No  reason 
why  it  can't  be  built.  These  are  economic  analyses  that  have  to  be 
made  in  each  situation. 

We  chose  the  form  that  was  used  in  Brookljm  because  the  people 
were  used  to  it  and  because  that  was  the  most  economiccd  form  to 
be  used  there.  Thank  you  very  much.  I  will  answer  any  questions. 

[Mr.  Robbins'  prepared  statement  follows:] 
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PREPARED  STATEMENT  OF  I.  D.  ROBBINS 

My  name  is  I.  D.  Robbins.   I  am  the  general  manager  of  the 
Mehemiah  program  which  grew  out  of  an  analysis  I  made  of  the 
housing  problems  of  big  cities  and  wrote  about  for  the  New  York 
Daily  News,  the  Wall  Street  Journal  and  other  publications. 

As  a  builder  I  have  produced  other  large  numbers  of  d%#elling 
units  and  major  public  works.   Although  I  proposed  the  Nehemiah 
Plan,  I  readily  confess  that  it  %fould  not  have  had  a  prayer  %#ere 
it  not  for  the  support  of  the  churches. 

I  show  you  before  and  after  photographs  to  give  you  a  clear 
picture  of  what  we  are  doing  and  what  can  be  done  in  every  city 
that  has  a  housing  problem  and  has  land  to  build  or  rebuild  on. 

In  Brooklyn,  we  are  doing  something  which  runs  counter  to  the 
conventional  wisdom.   We  recognized  that  new  construction  is  not 
only  initially  cheaper  than  major  rehabilitation  but  lasts  several 
tiroes  as  long;  that  infilling  and  small  programs  are  not  only 
expensive  but  subject  to  quick  destruction  in  old  neighborhoods; 
that  large  scale  rebuilding  programs  can  provide  healthy  new 
neighborhoods  which  attract  stable  families  and  resist  bad 
influence;  and  that  at  a  fair  price  there  is  an  almost  unlimited 
market  for  single  family,  ovner-occupied  homes.   We  knew  that 
high  prices  are  to  a  considerable  extent  an  effect  of  small  pro- 
grams by  inadequately  financed  builders  and  the  high  cost  of 
construction  money;  and  that  there  was  no  way  that  the  median 
income  feunily  could  afford  a  new  home  anywhere  in  the  United 
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States  today.   Some  form  of  assistance  was  required  and  the  cheapest 
form  was  the  capital  grant  or  no-interest  second  mortgage  which 
costs  only  a  fifth  as  much  as  Federal  interest  subsidies  and  an 
eighth  as  much  as  Federal  rent  subsidies. 

Furthermore,  235  or  Section  8  money  was  spent  and  gone  %ihile 
there  was  a  good  chance  that  a  second  mortgage  Meheraiah  loan 
%rould  be  repaid  as  the  value  of  the  houses  increase  year  by  year 
and  the  original  buyers  re-sold. 

Therefore,  we  knew  that  if  we  could  put  together  free 
construction  money,  devastated  or  low-cost  in  rem  land;  low- 
interest  state  mortgage  loans  for  first  home  buyers,  the  benefits 
of  large-scale  construction  and  a  no-interest  second  mortgage, 
we  could  build  and  sell  a  house  for  half  of  the  conventional 
market  and  take  care  of  working  stable  ftunilies  in  the  $20,000 
annual  income  group  who  otherwise  could  never  own  a  home. 

If  you  could  direct  your  attention  to  the  chart  to  my  left, 
you  will  see  that  a  home  similar  in  every  way  to  a  Nehemiah  home 
sells  for  at  least  $80,000,  with  a  monthly  payment  of  $840. 
Millions  of  decent  stable  working  families  cannot  afford  this 

On  the  other  hand,  the  Nehemiah  home  costs  approximately 
$50,000,  with  a  monthly  payment  of  $300.   Here's  %ihy: 

On  a  broader  level,  $70,000  can  "buy"  the  City  of  Mew  York 
one  new  unit  of  public  housing,  while  $70,000  invested  in  a 
Nehemiah  approach  "buys"  7  new  Nehemiah  homes  and  3  f reed-up 
units  of  public  housing. 
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Qiairman  Gonzalez.  We  next  recognize  Mr.  Mike  Gecan. 

Mr.  Gecan.  If  it  would  be  all  right,  Mr.  Chairman,  could  I  speak 
last  on  this  panel? 

Chairman  Gonzalez.  Certainly.  We  will  recognize  Conmiissioner 
Gliedman. 

STATEMENT  OF  HON.  ANTHONY  GLIEDMAN,  COMMISSIONER, 
NEW  YORK  CITY  DEPARTMENT  OF  HOUSING  PRESERVATION 
AND  DEVELOPMENT 

Mr.  Gliedman.  Thank  you  very  much,  Mr.  Chairman.  I  am  obvi- 
ously very  pleased  to  be  back  here  so  quickly  after  having  had  a 
chance  to  speak  about  H.R.  1  about  3  weeks  ago.  At  that  time,  I 
went  into  analysis  amongst  other  parts  of  my  testimony  about  the 
Nehemiah  proposal  of  Congressman  Schumer's  and  Mr.  McKin- 
neys.  I  think  I  went  into  substance  at  that  time. 

I  see  no  reason  to  duplicate  what  is  being  said  today.  What  I 
would  rather  do  is  to  talk  to  you  just  momentarily,  if  I  could,  about 
what  it  was  like  when  I  was  approached  by  Mr.  Robbins,  Mr. 
Gecan,  Reverend  Youngblood  and  others  trom  east  Brookljm 
churches  with  a  totally  untried  idea  about  basicallv — they  came 
and  said,  "Have  we  got  a  way  to  rebuild  Brownsville  for  you.'' 

You  know,  as  a  housing  conmiissioner,  we  sat  down.  I  must  tzU 
you  there  was  a  degree  of  incredulity  on  our  side.  We  had  great 
confidence  in  the  individual's  that  were  there.  We  very  much  be- 
lieved in  the  community  that  was  being  represented  there.  Yet,  the 
idea  of  building  homes  and  having  people  buy  homes  in  Browns- 
ville was  obviously  very  tough  for  us  to  accept  at  first. 

It  was  only  as  we  started  to  meet  the  people  and  get  to  know 
them  better,  not  the  representatives,  those  we  know,  but  the  people 
themselves  and  get  to  see  the  djmamism,  the  spirit  that  is  there  as 
well  as  the  highly  talented  Mr.  Robbins  in  action  that  we  b^an  to 
actually  say  and  put  our  necks  on  the  line,  if  you  would,  and  say, 
''Let's  go  forward.  Let's  give  it  a  try.  Let's  try  a  program  that  is 
different  than  any  other  one  like  it  in  the  country,"  that  I  know 
about,  anyway. 

And  let's  make  it  possible  for  people  to  be  able  to  buy  homes  for 
$35,000  and  $40,000  apiece.  So  in  fact  the  person  making  $20,000  a 
year  could  afford  to  buy  their  own  home  and  to  be  part  of  that 
moment,  because  in  New  York  City  for  so  long  homeownership  has 
been  the  province  solely  of  the  middle  class  and  the  upper-middle 
class.  Very  few  blacks  and  Hispanics  could  ever  own  their  own 
homes  in  New  York  City.  It  was  simply  not  possible. 

One  of  the  major  goals  of  our  administration  is  in  fact  to  have 
that  happen  through  the  various  alternate  management  programs 
we  have  talked  about  before,  but  through  nothing  else  as  important 
to  my  way  of  thinking  as  the  Ne  cniah  Program.  What  we  have 
seen  happen  in  Brownsville  is  i  ling  that  can  be  replicated 
throughout  communities  throughout  i      c     atry. 

I  tell  you  this  because  it  must     >  1     a  lo     lie^     t       a 
like  this  can  work.  I  must  tell  you       9  i      c  \  vu     i 

am  convinced.  I  know  it  can  work,  i  i         m       it  w     l.  xou  1     e 
got  today  the  chance  to  meet  some      me  th      i      e         i 

in.  And  I  must  say  that  I  see  nothi      on  1  in 
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bright  for  low-income  and  moderate-income  people  to  own  their 
own  homes  as  Nehemiah,  and  I  urge  you  to  favorably  consider  the 
legislation  before  you. 

Chairman  Gonzalez.  Thank  you  very  much,  Commissioner. 

[Mr.  Gliedman's  prepared  statement  follows:] 
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TBSTmOIIT  OP  AHTBONT  GLIBOHIOI 
COmiSSIOIIBR  OP  BOOSING,    NBII  TORK  CITT 

Before  the 


TBB  0,S,  BOOSB  OP  RBPRBSBMTATIVBS   

SUBCOMNITTBB  ON  BOOSING  AND  COMHUNITT  DBVBLOPNBNT 


March  14,  1985 


It  appears  that  I  have  been  fortunate  enough  to  becoan  aoaewhat  of 
a  "reqular"  at  these  hearings.  Once  again,  I  have  the  opportunity 
to  thank  Chairvan  Gonxales,  and  the  aewibers  of  the  New  Tork  City 
delegation:  Congressmen  Schuner,  Garcia,  and  Manton  for  inviting 
»e. 

I  am   always  happy  to  be  able  to  support  a  prosiising  new  housing 
initiative.  It  seeas  that  lately  I  have  all  too  often  been  called 
upon  werely  to  plead  for  the  continued  survival  of  our  on  going 
efforts.  In  the  course  of  these  discussions,  I  have  evoked  bleak 
forcasts  which  say  be  realized  as  a  result  of  proposed  cutbacks. 
But  today,  I  can  conjure  up  visions  of  hope  and  rebuilt 
neighborhoods  and  proud  new  hosieowners.  And  in  this  case,  I  can 
even  point  to  the  actual  achieveaents  of  the  Neheaiah  prograa  in 
Brooklyn,  New  Tork  as  testiaent  to  the  National  Neheaiah  Prograa's 
potential  to  iaprove  conditions  through  out  the  country. 

In  the  past  two  years,  the  New  York  Neheaiah  prograa  has  succeeded 
in  producing  far  and  away  the  aost  affordable  new  houses  in  the 
City. 

The  Neheaiah  Trust  has  already  aanaued  to  build  over  200  hoaes 
toward  a  projected  total  of  1000  hoaes  in  phase  1.  These  hoaes 
are  being  sold  for  $41,000  waking  thea  affordable  to  faailies  with 
incoaes  between  $20,000  and  $35,000.   The  value  of  this 
achievement  can  not  be  overemphasized.  The  prograa  Is  not  aerely 
offering  renters  a  chance  to  becoae  owners,  it  is  providing 
iaproved  living  conditions  for  low  and  aoderate  incoae  faailies 
who  would  be  hard  pressed  to  firyS  decent  accoaaodations  in  the 
rental  market. 
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The  Trust  has  been  able  to  market  these  homes  at  such  low  prices 
for  a  number  of  reasons.  To  begin  with,  the  East  Brooklyn 
Churches  have  contributed  8N  dollars  to  establish  a  revolving 
loan  fund  -  eliminating  the  need  to  roll  construction  loan 
interest  into  the  permanent  mortgage.  Permanent  financing  has 
also  been  provided  at  below  market  rates  through  tax  exempt  bonds 
issued  by  SONYMA.   Finally  the  City  has  supplied  a  significant 
amount  of  assistance  in  the  form  of  free  land  disposition,  site 
clearance,  some  site  preparation,  and  a  $10,000  interest  free  loan 
to  the  purchaser.   This  loan  is  repayable  only  if  the  orginal 
purchaser  sells  his  home.   In  effect,  it  serves  as  a 
grant-lowering  the  purchase  price  from  the  $50,000  range  to  the 
$40,000  ranae. 

Another  reason  that  the  Nehemiah  homes  can  be  constructed  so 
cheaply  lies  in  the  devastated  condition  of  the  area  which  became 
the  proiect  site.   This  particular  area  of  East  Brooklyn  had 
suffered  through  widespread  abandonment  and  subseauent  building 
demolition.   The  result  was  an  expansive,  largely  vacant  site 
enablina  the  builders  to  utilize  economies  of  scale  not  usually 
enioyed  in  maior  urban  centers. 

The  very  nature  and  extent  of  this  devastation  highlights  another 
potential  attribute  of  the  Nehemiah  program  —  the  power  to 
literally  rebuild  neighborhoods.   All  too  often  we  as  government 
officials  are  only  able  to  fashion  programs  which  can  help 
"marginal"  neighborhoods  where  the  potential  for  improvement  is 
strong.   The  Nehemiah  effort,  however,  has  demostrated  that  even 
areas  suffering  from  more  severe  deterioration  can  be  renewed. 

The  production  of  these  homes  has  created  an  entirely  new 
environment  when  one  was  clearly  needed.   The  area  will  be  much 
less  dense  then  it  was  before.   There  will  be  more  open  space  in 
general  and  more  private  outdoor  space  for  each  family.   In 
addition,  the  residents,  as  owners,  will  naturally  have  a  greater 
interest  and  commitment  in  the  neighborhood. 
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Roually  important,  the  size  of  this  development  has  ensured  that 
this  achievement  will  not  easily  be  swallowed  up  amid  the  overall 
trend  toward  deterioration.   This  new  environment  will  not  be  an 
isolated  fortrass  though.   The  Nehemiah  homes  have  been  purposely 
located  near  areas  where  other  revitalization  has  occurred  or  is 
underway.   In  this  way»  the  homes  are  enhanced  by  surrounding 
improvements  and  conversely,  the  Nehemiah  development  can  serve  as 
an  anchor  for  other  rehabilitation  and  construction. 

Lastly,  the  construction  of  these  homes  has  afforded  a  number  of 
construction  employment  opportunities. 

T  believe  the  accomplishments  of  the  New  York  Nehemiah  plan  can  be 
duplicated  throughout  the  nation,  both  in  areas  "like  Fast 
Brooklyn"  and  neighborhoods  where  deterioration  is  not  as 
pronounced.   The  National  Nehemiah  effort  will  address  several  of 
our  most  pressing  housing  needs. 

To  begin  with,  housing  is  becoming  less  and  less  affordable.   Pent 
to  income  ratios  are  on  the  rise  and  no  where  is  the 
"affordabilitv  gap"  soreadina  faster  than  in  the  homeownership 
sector  where  the  average  house  price  is  rising  much  faster  than 
the  average  family  income.   The  New  York  Program  has  demonstrated 
the  ability  to  close  that  gao  and  produce  homeownership 
opportunities  for  moderate  and  even  low  income  families. 

The  potential  benefits  of  low  income  ownership  increase 
dramatically  in  an  urban  setting  of  upward  and  downward 
neighborhood  pressure.   Not  only  will  the  new  owners  exert  more 
time  and  effort  to  prevent  the  surrounding  neighborhoods  from 

declining,  they  w i  1  ^^i)a~bg.titfiJLJ?i:at^o^^A^fth.on J.d, , ijjp^LrJ gd-JB^XJ&fil 

forces  make  displacement  a  threat. 
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Another  maior  oroblem  facing  our  cities  is  the  alarminq  number  of 
neighborhoods  whjch  are  becoming  less  and  less  viable  places  to 
live.   In  some  cases,  much  of  the  existing  housing  stock  may  no 
longer  he  economically  feasible  to  operate.   Other  areas  are  left 
shell  shocVed  by  vast  exoduses  of  the  original  population  grouos, 
and  some  have  been  ravaged  by  the  forced  of  arson.   In  many 
instances,  the  overall  decline  of  a  neighborhood  will  lead  to  the 
destruction  of  the  remaining  housing,  which  is  another  settinq, 
mav  be  auite  viable  economically  and  more  than  adequate 
structurally. 

These  neighborhoods  need  a  dramatic  change  to  once  again  become 
attractive  places  to  live.   In  a  period  of  extreme  housing 
shortage  it  is  indeed  a  shame  to  lose  valuable  housing  resources 
to  the  forces  of  neighborhood  decline.   I  believe  that  the 
National  Nehemiah  program  is  one  of  the  few  national  efforts  ifhich 
can  bring  about  a  significant  change  in  neighborhood's 
environment.   The  physical  nature  of  the  built  environment  will 
change  as  will  the  attitude  of  residents.   I  am  happy  to  say  that 
Nehemiah 's  legislation  includes  a  minimum  site  size  of  50  homes 
further  assuring  its  impact  on  the  neighborhood. 

The  National  Nehemiah  program  will  provide  Federal  Funds  in  order 
to  make  the  S10,000  to  $15,000  no  interest  loans  the  City  is 
currently  offering  in  the  New  York  program.   This  should  not  be  • 
seen,  however,  as  relieving  local  governments  of  their 
responsibility  in  this  effort.   It  is  important  that  cities  %#ork 
to  provide  the  land  and  the  buildings  (in  case  of  substantial 
rehab)  for  the  construction  of  the  new  homes.   The  local 
government  should  also  take  steps  to  prepare  the  sites  and  assure 
that  the  streets  and  the  necesary  infrastructure  are  supplied,  so 
that  the  development  can  indeed  be  attractive  to  purchasers.   I 
believe  the  authorizing  legislation  must  reauire  the  local 
government  to  make  sianificant  contributions  before  a  program  may 
be  approved,   without  this  assurance,  and  without  a  sizeable 
participation  by  the  non-profit  organization,  the  homes  can  not  be 
truly  affordable  to  low  and  moderate  income  families. 

I  would  also  suggest  that  all  repayments  of  Nationa  Nehemiah 
Crants  (upon  sale  by  the  original  owner)  be  reserved  for  program 
eligible  uses,  so  that  when  low  income  owners  are  fortunate 
enough  to  capitalize  on  their  homes  -  another  low  income  potential 
home  purchaser  may  also  be  a  beneficiary. 

Again  I  would  like  to  thank  the  members  of  the  Committee  for 
allowing  me  this  opportunity  to  testify.   I  am  pleased  to  express 
my  support  for  the  National  Nehemiah  Housing  Opportunity  Grant 
Program  and  I  will  be  haopy  to  work  with  you  in  any  way  I  can  to 
secure  its  passage  and  bring  about  its  implementation. 
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Chairman  Gonzalez.  We  next  recognize  a  wonderful  person  with 
whom  I  have  had  the  great  honor  of  first  meeting  when  I  began 
what  has  turned  out  to  be  a  political  venture,  and  first  served  on 
the  city  council  of  San  Antonio.  I  can't  tell  you  in  words  how 
pleased  I  am  to  see  Mr.  Winston  Martin  here  today.  He  has  done 
things  in  our  hometown  under  very  difficult  circumstances  that 
should  have  received  national  notice  long  ago. 

But  today,  Bfr.  Winston  Martin,  who  is  the  executive  director  of 
the  San  Antonio  Development  Agency,  is  here  to  provide  us  with  a 
summary  of  the  program  in  San  Antonio  that  is  very,  very  innova- 
tive, and  is  of  tremendous  use  to  the  subcommittee,  J  have  asked 
him  to  come  aj:uL  provule  us  with  a  summary  of  his  replacement 
housing  program,  and  also  his  comments  that  he  may  wish  to  make 
on  the  Nehemiah  Demonstration  Program,  which  is  what  we  have 
in  our  bill. 

I  would  like  to  point  out  that  what  we  have  incorporated  in  our 
bill,  H.R.  1,  provides  for  a  demonstration  type  of  program.  We  are 
authorizing  $300  million  for  the  program.  I  do  not  want  anybody 
thinking  that  because  they  have  heard  beautiful  concepts  jwd 
heard  from  individuals  that  have  been  able  to  purchase  or  attempt 
to  purchase  their  homes,  that  therefore  there  should  be  no  argu- 
ment in  behalf  of  Federal  expenditures,  or  commitments. 

I  know  that  as  we  go  into  this,  Mr.  Martin,  we  will  be  given  more 
details  from  both  the  State jDf  New  York  and  the  local  New  York 
officials  about  their  limitations.  Alro,  there  wert'Churdi  Mmita- 
tions  where,  for  instance,  the  land,  such  as  you  saw  in  Brownsville 
and  in  that  part  of  the  Bronx  that  has  been  literally  destroyed,  was 
provided  free  of  chai]ge. 

The  reason  we  believe  that  it  should  be  on  a  Federal  level  is  that 
we  believe  the  basic  concept  of  Nehemiah  should  be  available 
throughout  the  coimtry.  For  instance,  I  would  like  to  point  out  to 
my  colleague  from  Dallas  that  some  Texas  churches  are  doing  the 
reverse.  For  instance,  in  Dallas  itself,  just  recently,  the  housing  au- 
thority disposed  of  close  to  300  imits  by  selling  them  to  the  Baptist 
church  who  needed  that  project  for  expansion  of  the  Baptist  hospi- 
tal. 

So  obviously,  a  land  factor  was  involved  there.  The  sad  part  is 
that  nobody  was  struggling  to  say  we  will  replace  these  lost  units 
for  the  poor  in  Dallas  from  this  project  known  as  the  Washington 
project.  That  was  privatization. 

Mr.  Bartlett.  Would  the  chairman  yield? 

Chairman  Gonzalez.  But  it  isn't  the  kind  of  privatization  that  I 
think  we  have  in  mind.  What  I  am  saying  is  that  we  should  not 
misconstrue  what  we  have  in  H.R.  1.  Yes;  1  would  yield  to  the  gen- 
tleman. I  mentioned  his  city. 

Mr.  Bartlett.  You  mentioned  Washington  Place  in  Dallas  and 
at  the  risk  of  making  this  hearing  into  a  hearing  on  Washington 
Place,  I  would  point  out  to  the  chairman  that  the  facts  are  the  re- 
verse. That  is,  the  proceeds  supported  by  many  of  the  tenants  of 
public  housing  and  supported  by  the  city  of  Dallas,  in  a  deliberate 
choice,  those  proceeds  from  the  sale  of  Washington  Place  were  used 
to  rehabilitate  and  modernize  and  to  make  habitable  units  of  the 
then  existing  vacant  housing  in  other  sections  of  ^e  public  isinir 
stock. 
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The  city  of  Dallas  still  has  approximately  1,000  vacant  uninhabi- 
table units  of  public  housing.  So  the  chainnan  referred  to  choices 
earlier,  and  I  think  Dallas  did  make  a  choice  that  ihey  didn't  want 
to  have  1,000  units  of  vacant  housing  sitting  around.  They  used  the 
proceeds  of  the  sale  of  one  dilapidated  area  of  public  housing  to 
make  livable  other  units  in  the  area. 

Chairman  Gonzalez.  But  it  was  sold  to  the  Baptist  church. 

Mr.  Bartlett.  It  was,  or  Baylor  Hospital,  who  provided  the  funds 
therefore  to  rehabilitate  and  to  make  livable  units  of  public  hous- 
ing which  prior  to  that  time  had  not  been  habitable,  not  been  up  to 
F^eral  standards  or  city  code  or  any  decent  and  safe  sanitary 
standard. 

Chairman  Gonzalez.  The  reason  I  spoke  the  way  I  did  is  that  we 
have  witnesses  from  Dallas,  tenants  in  the  Washington  project  that 
came  to  ask  us  to  intervene  and  try  to  prevent  the  sale,  because 
they  weren't  going  to  have  any  place  to  go  to.  And  they  didn't.  So 
that  you  are  right,  we  don't  want  to  divert  the  theme  here. 

But  I  did  want  to  say  that  we  think  it  can  be  viable  in  other 
parts  of  the  country  onlv  if  we  have  Federal  support  such  as  the 
support  that  was  available  in  the  New  York  Nehemiah  plan,  where 
the  private  institutions  and  the  churches  were  able  to  provide,  free 
of  charge,  the  basic  element  in  construction;  namely,  the  land. 
Above  fidl,  vou  had  the  construction  money.  You  also  had  the  land 
available  that  was  deriving  no  taxes  to  the  city,  and  was  just  sit- 
ting there.  No  bank  or  construction  firm  would  even  put  a  penny 
in  there  to  construct  any  kind  of  building.  Plus  the  existence  6[ 
local  and  State  housing  organizations  that  did  contribute  a  sub- 
stantial element— time.  Only,  they  cannot  do  it  for  a  second  Nehe- 
miah Plan. 

We  don't  have  that  kind  of  local  or  State  structure  in  the  State 
of  Texas.  I  just  wanted  to  make  sure  that  we  didn't  misconstrue 
support  for  what  we  are  being  told  here  today  was  support  for  H.R 
1,  because  it  will  call  for  a  commitment  of  an  authorization  of  $300 
million  which  is  what  we  estimated  as  the  basic  national  need. 

Mr.  Bartlett.  Will  the  chairman  yield  briefly? 

Chairman  Gonzalez.  Certainly. 

Mr.  Bartlett.  I  will  be  very  brief.  On  the  chairman's  main  point 
which  is,  I  think,  that  it  is  important  that  the  churches  particular- 
ly, as  well  as  city  governments,  public  housing  authorities,  and  in 
fact  all  of  us  get  involved  in  Nehemiah  types  of  projects.  It  is  going 
to  take  all  of  us.  The  churches  in  Dallas  are  involved.  I  concur  with 
the  chairman.  I  would  like  to  see  them  more  involved  as  well  as 
the  churches  in  New  York,  St.  Louis,  and  elsewhere. 

I  think  it  takes  all  of  us.  Churches  and  nonprofit  organizations 
are  a  significant  source  of  resources  for  Nehemiah  type  of  projects 
and  homeownership  projects. 

Chairman  Gonzalez.  Pardon  me,  Winston,  but  that  was  a  big  in- 
troduction. 

STATEMENT  OF  M.  WINSTON  MARTIN,  EXECUTIVE  DIRECTOR, 
SAN  ANTONIO  DEVELOPMENT  AGENCY,  SAN  ANTONIO*  TX 

Mr.  Martin.  Mr.  Chairman,  members  of  the  committee,  I  deeply 
appreciate  the  opportunity  of  being  with  you  today.  I  have  pre- 
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pared  a  statement  which  will  be  a  matter  of  record,  but  I  will  try 
to'simmiarize. 

Chairman  Gonzalez.  Certainly.  Without  any  objection,  your 
statement,  as  prepared  and  presented  to  us,  as  well  as  the  other 
witnesses'  will  be  in  the  record  as  you  presented  it,  as  well  aa  what-^~ 
you  say  here  in  the  transcript; 

Mr.  MAKTTN^When  I  iijst  became  familiar  with  the  Nehemiah 
plan,  I  was  quite  excited  and  am  still,  becatis^  it  is  alx)ol~to^ 
by  those  of  us  who  have  been  working  for  some  25  years  in  our 
cities  to  try  not  only  to  provide  housing  at  a  price  people  can 
afford,  but  provide  neighborhoods  they  want  to  live  in.  Yet,  we 
need  to  sort  of  shift  gears  a  little  bit  if  we  go  down  to  Texas  be- 
cause the  kind  of  properties  we  have  here  are  not  that  similar  to 
those  in  the  east  where  you  have  a  great  deal  of  abandoned  proper- 
ty and  vacant  property. 

In  San  Antonio,  because  of  the  very  strong  Mexican-American  in- 
terest in  homeownership,  there  are  many,  many  of  our  families 
who  have  worked  all  of  their  lives  to  acquire  a  piece  of  proper^ 
that  is  theirs,  but  the  house  more  times  than  not  is  subst£mdard.  it 
was  never  built  to  standards  in  the  first  place — many  with  dirt 
floors,  others  with  cedar  posts  that  rotted  out  years  ago,  and  the 
houses  are  completely  unhabitable,  yet  they  are  still  in  habitation 
simply  because  the  people  will  not  give  up  that  right  of  ownership. 

The  Nehemiah  plan  rightly  adjusts  new  homeownership  and  op- 
portimity  for  families  to  own  a  home.  What  we  are  doing  in  San 
Antonio — and  let  me  again  say  this  came  about  through  citizen 
action  as  did  the  Nehemiah  plan.  Most  successful  government  does 
come  about  through  citizen  initiation  and  actions;  in  fact,  I  would 
say  all,  if  it  is  going  to  work.  Citizens  of  San  Antonio  found  their 
neighborhoods  had  a  great  deal  of  owner  occupancy  ownership,  yet 
the  property  was  either  unsafe  or  they  could  not  get  the  funds  nec- 
essary to  rehabilitate  and  bring  it  to  standards  even  if  it  were  re- 
habitable. 

Using  the  community  development  block  grant  moneys,  we  have 
instituted  a  program  of  housing  replacement.  New  housing — we 
cannot  use  those  moneys  to  buildf  housing  under  the  law,  but  there 
is  a  relocation  process  that  does  permit  that  if  displaced  by  acquisi- 
tion of  their  substandard  property,  to  take  the  money  they  paid  for 
their  land  and  improve  and  reinvest  that  in  a  standard  house. 

In  San  Antonio,  we  are  literally  turning  around  neighborhoods. 
In  addition  to  the  changes  in  the  neighborhoods,  the  town  itself  has 
a  renewed  interest  in  life  because  it  is  the  center  of  activity  for 
those  in  the  surrounding  neighborhoods.  The  most  exciting  thing  I 
see  happening  there  is  a  new  pride  in  ownership  in  the  sense  of  uie 
area.  One  of  the  gentlemen  earlier  spoke  about  the  fact  private  en- 
terprise is  not  going  to  invest  in  a  slum.  That  is  true.  You  can't 
expect  them  to. 

Nor  is  a  private  individual  going  to  take  his  meager  savings  and 
put  them  back  into  a  slum  area.  Tney  would  simply  relocate,  there- 
bv  vacating  the  neighborhood.  We  are  not  doing  that  in  our  city. 
We  are  rebuilding  that  neighborhood  for  the  residents  living  t  'e 
at  the  present  time.  We  use  two  systems  to  accomplish  this.  \ 
we  call  the  total  taking.  With  cooperation  of  the  neighborhood 
neighborhood  association— and  let  me  digress  just  a  moment  to      y 
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when  I  spoke  to  the  citizen  leadership — San  Antonio  citizen  leader- 
ship is  the  most  oraanized  and  effective  I  have  seen  anywhere.  An 
organization  called  Citizens  For  Public  Service  can  take  great 
credit  for  that. 

The  churches  in  America  are  recognizing  that  the^  have  an  im- 
portant role  in  housing  the  people  of  our  communities.  Onoe  we 
find  the  property  cannot  be  rehabilitated  because  we  do  have  low 
interest  rate  loans  available  to  families  who  can  rehabilitate  their 
properties,  we  acquire  the  property  and  pay  fair  market  value.  If  it 
is  a  standard  lot  they  si^ly  retain  ownership  of  that  lot,  and  we 
buy  only  the  structure.  They  in  turn,  using  the  money  they  paid 
for  the  structure  and  a  grant,  $15,000,  the  relocation  grant  avail- 
able to  them  under  the  law,  rebuild  a  house  on  that  lot  In  San  An- 
tonio, using  small  minority  contractors,  we  are  building  housing  for 
between  $28,000  and  $32,000,  which,  of  course,  in  the  private 
market  they  would  be  something  like  $45,000  to  $60,000,  which  is 
still  less  than  it  is,  I  am  sure,  in  New  York  and  otherplaoes. 

We  are  seeing  our  areas  completely  changed.  When  we  first 
st£u-ted  the  program,  if  you  asked  someone  where  they  resided, 
they  said,  as  the  gentleman  did  earlier— they  were  a  little  ashamed 
to  say— they  would  say,  "I  live  on  the  West  Side"  or  "•  •  •  the  East 
Side.  Today  they  say:  '1  live  in"  their  area,  with  a  great  deal  of 
pride,  because  it  has  an  identity  with  which  they  associate  them- 
selves. This  could  not  be  possible  without  the  assistance  we  have 
had  through  the  Community  Development  Block  Grant  to  carry 
the  program  forward. 

It  concerns  us  a  great  deal  when  one  of  the  msgor  tools  used  to 
accomplish  this — which  again  is  the  stated  purpose  of  this  adminis- 
tration, to  provide  private  enterprise  housing,  provide  homes  for 
families  who  may  not  be  able  to  afford  them,  and  to  get  awav  from 
the  concept  of  public  housing,  to  some  degree,  for  those  who  can 
afford  a  house  if  given  the  opportunity.  That  is  being  accomplished 
in  our  city.  We  would  invite  you  to  see  that. 

We  also  would  like  to  volunteer  San  Antonio  as  one  of  the  next 
Nehemiah  projects  to  show  it  can  work  in  the  South,  even  though 
the  type  of  housing  required  is  totally  different  from  that  in  the 
instance  outlined  for  you. 

Our  neighborhoods  are  changing.  People's  attitudes  toward  their 
neighborhood  has  changed.  But  the  people  that  were  there  are 
there  now  benefiting  from  that  change  rather  than,  as  so  often 
happens  under  urban  renewal,  where  total  areas  are  displaced  and 
raiised. 

We  do  not  have  the  vacant  or  public  land  in  the  South  in  our 
cities  that  vou  have  in  some  of  the  eastern  cities  where  the  proper- 
ties have  been  destroyed  or  ab£mdoned.  By  the  time  a  house  is 
abandoned  in  our  city,  it  is  not  rehabitable.  So  we  are  dealing  with 
them  in  a  different  manner. 

We  are  concerned  also  when  we  talk  in  terms  of  the  Section  812 
Program.  We  see  no  necessity  for  its  being  disposed  of  or  done 
awav  with.  The  moneys  being  used  for  that  are  a  revolving  loan 
fund,  which  comes  back  to  those  programs  for  reuse  in  helping 
families.  Section  312  has  worked  verv  successfully  in  our  city,  along 
with  the  programs  of  Community  Development  Block  Grants 
loans  assistance. 
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Also,  our  town  is  being  changed  as  far  as  the  downtown  area  is 
concerned.  We  are  getting  downtown  housing  for  the  first  time  in 
85  years,  standard  housing  being  built  in  the  center  city.  This  was 
done  through  programs  such  as  Urban  Development  Action  Grant. 

Simply  stating  that  it  takes  not  one  effort,  not  one  program,  but 
a  combination  of  diversified  imaginative  uses  of  effort  from  the 
Federal  level.  State  level,  the  local  level,  and  certainly  private  en- 
terprise, to  deal  with  the  problems  of  obsolescence  and  blight, 
which  has  been  the  continual  problem  for  our  cities  for  all  of  these 
years,  and  will  continue  to  do  so  unless  we  address  it  in  a  concerted 
effort. 

One  of  the  things  that  has  been  said  earlier  is  the  importance  of 
the  people  themselves  wanting  to  do  something  about  it.  There  is 
not  a  single  program  in  our  city  that  was  not  designed  in  essence 
by  the  Citizen  Action  Group.  They  are  part  of  the  process  of  deter- 
mining the  city  budget  and  how  it  should  be  allocated — the  CDBG 
funds,  more  than  half  that  go  to  housing  the  low  income. 

That  is  the  kind  of  government  I  think  we  can  take  pride  in,  and 
frankly  the  one  the  administration  is  sa3ring  they  want  to  see  more 
of.  They  want  to  see  initiative  at  the  local  level.  They  want  to  see 
more  decisionmaldng  at  ^e  local  level.  These  programs  have  pro- 
vided the  cities  the  opportunity  to  do  that. 

In  a  city  where  our  tax  dollars  are  stretched  to  the  very  maxi- 
miun  limit,  we  are  dependent  upon  programs  of  assistance  such  as 
Community  Development,  UDAG's,  312,  and  any  other  program 
that  has  proven  itself  to  be  one  that  private  enterprise  participates 
in  in  the  regrowth  of  the  communities. 

As  we  look  at  our  city  and  look  at  the  Nehemiah  plan  and  how  it 
would  apply  there,  we  are  encouraged  because  this  is  something 
that  is  working.  We  have  seen  the  results  of  it,  even  though  on  a 
very  limited  scale.  I  am  sincere  when  I  say  we  want  to  attempt 
something  very  similar  to  this  in  San  Antonio. 

I  would  like  to  close,  if  I  may,  by  making  a  statement  we  feel 
very  strongly  about  in  our  city.  If  you  want  to  live  in  the  kind  of  a 
nation,  the  kind  of  a  country  you  like,  you  needn't  pack  your 
things  and  start  on  a  long  hike;  you  would  only  find  what  you  left 
behind.  There  is  nothing  really  new.  A  knock  at  your  government 
is  a  knock  at  yourself,  because  in  this  country  your  government  is 
you. 

Great  cities  and  countries  are  not  made  t>y  those  who  are  afiraidr 
You  have  to  plan  and  stride  ahead.  If  everyone  works  and  no  one 
shirks,  we  can  raise  our  cities  from  the  dead.  If,  while  we  are  find- 
ing our  happiness  and  our  success,  we  should  find  our  neighbors 
find  theirs,  too,  then  our  country  will  be  what  we  want  it  to  be, 
because  it  isn't  your  country — it  is  you. 

Thank  you. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  "Martin. 

[Mr.  Martin's  preiiared  statement,  on  behalf  of  the  San  Antonio 
Development  Agency,  follows:] 
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Mr.  Chalrmn  and  Members  of  the  Subconnilttee  on  Housing  and  Comnunlty 
Oevelopnent. 

^  n&m  Is  Winston  Martin  and  I  aa  executive  director  of  the  San  Antonio 
Oevelopnent  Agency  which  plans  and  Inplenents  housing  and  comunlty  develop- 
■ent  prograas  for  the  City  of  San  Antonio »  Texas »  using  Comnunlty  Oevelopnent 
Block  Grants  and  other  funding  sources.  Prior  to  the  advent  of  the  CDBG 
prograiD,  the  San  Antonio  Oevelopnent  Agency  adrrlnlstered  the  City's  urban  re- 
newal progran  andt  therefore »  has  been  addressing  housing  and  redevelopnent 
concerns  for  25  years. 

Through  coirt>1ned  efforts  of  citizen  involvement »  public  commitment  and  private 
Initiative*  deteriorating  neighborhoods  are  being  renewed,  a  once  declining 
central  business  district  Is  experiencing  unprecedented  growth  and  revltall- 
zatlon  and  depressed  conoerclal  areas  are  gaining  economic  stability.  For 
the  past  decade,  the  catalyst  for  all  this  has  been  the  effective  use  of  such 
prograns  as  Connunlty  Oevelopnent  Block  Grants  and  Urban  Oevelopnent  Action 
Grants  to  cany  out  basic  renewal  and  housing  activities  In  order  to  attract 
vital  private  Investment  and  development  In  areas  the  private  sector  otherwise 
would  be  forced  to  Ignore. 

One  such  example  Is  the  new  home  construction  progran  that  the  San  Antonio 
Development  Agency  Is  carrying  out  In  once-deteriorated,  once-redllned  neighbor^ 
hoods  and  which,  like  the  Nehemlah  Plan  of  East  Brooklyn,  New  York,  was  developed 
to  fill  a  need  and  a  void.  It  is  because  of  this  experience  with  low-Income 
hone  ownership  that  I  appear  toda^  to  endorse  the  Nehemlah  Opportunity  Grant 
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Program  contained  In  the  proposed  Housing  Act  of  1985. 

Through  an  active  citizens  participation  structure*  a  nuriber  of  depressed* 
older  neighborhoods  were  brought  to  the  attention  of  the  San  Antonio  City 
Council  and  San  Antonio  Development  Agency  planners  and  subsequently  given 
the  designation  of  Select  Housing  Target  Areas.  Existing  housing  within  these 
areas  are  largely  single-family  structures  which  are  not  structurally  sound 
and»  for  the  most  part*  are  Infeaslble  for  rehabilitation.  Nany  of  these 
homes  began  as  one  or  two- room  wood  frame  units  with  additions  added  on  by 
family  members  or  friends  as  the  need  arose  for  additional  space  or  as  financial 
resources  became  available  to  make  expansion  possible.  Most  of  these  houses* 
too,  are  built  on  wooden  post  foundations  which  deteriorate  over  a  relatively 
brief  period  of  time.  Many  of  these  houses  were  built  by  lurtier  companies 
and  sold  under  a  contract  of  sale  to  families  who  do  not  gain  title  until  ttie 
last  pi^ynent  Is  made.  Mhen  families  miss  even  one  psiyment,  their  homes  are 
often  pulled  from  them  and  resold*  leaving  the  original  owners  with  no  equity 
position.  Many  times,  even  the  houses  that  are  resold  are  substandard.  Yet» 
the  strong  Mexican-American  heritage  and  culture  In  these  neighborhoods  place 
a  high  value  on  single-family  home  ownership  and  families  will  continue  to  llvm 
In  even  marginally  habitable  homes  because  that  ownership  Is  so  Important. 

Simply  stated,  San  Antonio's  new  home  construction  program  Is  based  on  pro- 
visions of  the  Uniform  Relocation  Act.  Homeowners  are  displaced  through  acqui- 
sition of  their  properties,  then  given  the  opportunity  of  building  new  homes 
using  the  replacement  housing  assistance  they  receive.  In  the  Select  Housing 
Target  Areas  where  the  majority  of  houses  are  dilapidated  and  lots  are 
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ertTBHelj  sitetwitird  ifi  si»,  tiNe  plan  of  action  initiated  ^  tiNe  JIgmgy  and 
nel9»iborlnod  residents  is  one  of  Hotal  taking"  and  redevelopsiit  asing  a 
QTclic  process  Igr  lAidi  sitetandard  Iwosiog  is  replaced  lor  standird  Iwosing. 
Properties  are  aoqoired  Igr  the  Jlgaogy  on  a  tiOMSe  Uf  tiouse,  blodt^^y^blodt 
basis.  Acquired  siibsta»dard  stmctares  are  then  devlished  and  the  land  is 
replatted  into  standard-size  lots.  Tliese  lots  are  then  pordhased  by  displaoeos 
Mho  bin  id  new  hoaes  financed,  for  tht  aost  part,  by  relocation  assistance. 
Public  aKnities.  such  as  paved  streets,  ctirte,  sidewallts  and  adequate  utilities, 
are  also  added  as  part  of  the  total  redeyelopnent  process.  In  other  Select 
Housing  Target  Areas,  tdiere  a  larger  percentage  of  tlie  housing  can  be  reMbili* 
tated  and  the  lots  are  standard  in  size,  tht  Agency  has  carried  out  a  "structure 
onl/"  progrwu  In  these  instances,  only  the  house  is  acquired  and  the  displaced 
honeoMier  rebuilds  on  the  sane  lot.  Qy  the  end  of  this  fiscal  year,  nearly 
600  new  hoaes  vfU  have  been  built  using  these  tuo  approaches. 

In  areas  uhere  the  Agency  has  coapleted  spot  building,  only  a  limited  eff^t 
on  the  quality  and  value  of  the  total  neighborhood  has  yet  been  realixed.  ^ 
contrast,  in  areas  where  a  concentrated  building  progran  has  been  undertaken, 
the  inproveaents  are  readily  apparent.  And  as  soae  of  the  initial  hones  begin 
to  nature,  these  neighborhoods  take  on  a  dignity  and  quality  Mhidi  Is  a  source 
of  pride  for  everyone. 

Uhlle  there  is  a  definite  role  for  non-profit  developers  in  the  actual  con- 
struction of  these  types  of  hones,  as  Illustrated  by  the  renarkable  success 
of  East  Brooklyn's  Nehenlah  Plan,  our  experience  In  San  Antonio  has  proved 
there  also  Is  a  role  for  snail  ninorlty  for-profit  contractors.  Fron  the 
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Inception  of  San  Antonio's  new  housing  construction  program,  small  contractors 
have  been  providing  quality*  low-cost  housing.  With  minimal  square  footage 
requirements  necessary  to  meet  family  composition  needs,  these  single-faally 
detached  h(»es  are  being  built  from  $28,000  to  $32,000. 

An  Important  measure  of  this  program's  success  Is  a  practically  nofHtxIstant 
default  rate.  Another  Is  the  fact  that  some  of  the  available  lots  in  these 
revitalized  neighborhoods  are  now  being  bought  by  contractors  for  speculative 
building.  A  few  houses  have  been  sold  on  the  open  market  and  have  proved  to 
be  In  demand  with  values  that  are  slowly  Increasing. 

In  San  Antonio,  we  have  been  carrying  out  new  housing  construction  by  applying 
a  degree  of  creativity  to  existing  regulations  and  also  are  working  on  a  plan 
to  provide  deferred  second  mortgages  to  owners  of  dilapidated,  unrehabi table 
homes  to  generate  more  new  housing  construction.  This  will  not  only  comple- 
ment our  current  program  of  new  construction  and  rehabilitation  but  also  will 
dramatically  expand  the  number  of  families  who  can  be  assisted  In  obtaining 
adequate  housing.  But,  more  and  more  families  at  the  low  and  moderate  econortc 
levels  need  to  be  reached  and  we.  In  San  Antonio,  would  welcome  the  available 
option  of  a  national  program  like  the  Nehemlah  Opportunity  Grant  Prograa.  Me 
would  not  hesitate  to  volunteer  for  a  demonstration  effort  aimed  at  assessing 
the  program  components  and  workability  of  the  Nehemlah  Plan  In  anottier  part  of 
the  country.  It  Is  certainly  another  concept  that  Is  needed  and  we  strongly 
urge  the  Inclusion  of  this  type  of  program  In  this  year's  housing  legislation, 

I  would  like  to  reiterate  what  I  am  sure  you  have  heard  many  times  during  this 
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hearing.  When  the  President  submitted  his  budget  for  Fiscal  Year  1986»  with 
deep  cuts  In  most  housing  and  conmunlty  development  programs »  he  was  in  effect 
turning  his  back  on  American  cities  and  this  nation's  moral  connltment.  as 
stated  In  the  Housing  Act  of  1949»  to  Improve  the  quality  of  life  for  Its 
citizens  through  safe  and  decent  housing.  Administration  officials  mdy  well 
argue  that  a  10  percent  cut  In  the  ConMunlty  Development  Block  Grant  Program 
will  not  really  hurt  a  city's  ability  to  address  and  upgrade  physical  condi- 
tions In  deteriorated  neighborhoods*  rehabilitate  rundown  housing  or  to  pro- 
vide economic  and  employment  opportunities  to  low  and  moderate-Income  citizens. 
Yet»  consider  this.  Even  though  San  Antonio's  CDBG  Entitlement  has  remained 
relatively  constant  for  the  past  four  years  In  keeping  with  national  fiscal 
constraints,  the  actual  biiiylng  capacity  of  these  CDBG  funds  has  been  reduced 
by  approximately  46  percent.  Reallstlcallyt  San  Antonio,  with  a  municipal 
budget  stretched  to  Its  limits,  has  already  had  Its  ability  to  deal  with  these 
problems  cut  almost  In  half.  (Attached  for  the  record  Is  an  analysis  of  San 
Antonio's  CDBG  funding.) 


Or  consider  what  the  logic  might  be  for  the  Administration  to  reconnend 
plete  elimination  of  the  Urban  Development  Action  Grant  Program*  the  one  national 
program  that  Involves  Initial  private  Investment  and  Initiative.  San  Antonio 
received  an  $18-m1111on  UDA6  for  what  Is  known  as  the  Vista  Verde  South  Project. 
This  area  had  the  lowest  per  capita  Income  In  the  city.  Dilapidated  row 
housing  and  corral  housing  with  conmon  sanitary  facilities  were  prevalent. 
The  few  light  Industrial  and  warehousing  operations  In  the  area  were  stagnating. 
No  private  developers  were  interested  In  the  area.  Now  the  story  Is  different. 
A  250 vOOO-square- foot  shopping/entertainment  mall  Is  under  construction  and 
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will  open  this  suaner.  A  national  hotel  chain  has  plans  to  build  In  ttie  area 
and  existing  conoerclal  enterprises  have  been  expanded.  A  coapany  that  miiu- 
factures  and  asseables  conputer  coaponents  Is  constructing  the  third  building 
of  a  planned  five-building  co^>1ex»  resulting  In  eaplgyaent  training  prograv 
and  already  aore  than  ISO  pemianent  new  Jobs.  Standard  housing  Is  replacing 
the  unbelievably  deteriorated  conditions  that  existed  before.  Nearly  1500 
construction  Jobs  have  been  generated  to  date.  When  the  project  Is  CQ^>leted» 
the  $18^m1111on  Urban  Developnent  Action  Grant  will  have  leveraged  aore  than 
four  tljoes  that  aaount  In  private  Investment.  That's  a  good  return  on  ttie 
dollar.  That's  a  prograa  the  AcMnlstratlon  wants  to  ellirinate. 

Another  prograa  slated  for  elimination  Is  the  312  Rehabilitation  Loan  Program. 
This  Is  a  good,  basic  useful  tool  that  has  proved  Its  worth  many  times  In 
neighborhood  revltallzatlon  efforts  In  all  parts  of  the  country.  Noreover* 
Its  continuance  will  not  even  affect  current  budget  considerations  since  fUndi 
for  the  program  come  from  an  established  revolving  loan  pool. 


Much  has  been  done  In  San  Antonio  In  the  areas  of  housing  and  coHnmlty  develop- 
ment; yet»  clearly,  there  Is  much  more  to  do.  Too  many  of  our  citlnns  still 
lack  tha  opportunity  of  living  In  decent  housing;  too  mei\y  of  our  older  neigh- 
borhoods and  conoerclal  districts  have  gone  beyond  the  point  of  unassisted  re- 
juvenation. Mhlle  all  of  us  realize  the  Importance  and  necessity  of  reducing 
the  national  deficit.  It  cannot  be  at  the  expense  of  this  nation's  cities. 
Cities  alone,  wlthoqt  a  strong  commitment  of  national  policy  and  funding  fbr 
housing  and  community  development  programs*  simply  will  not  be  able  to  continue 
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reclaiming  and  renewing  areas  of  dec^  or  providing  decent  and  livable  housing 
for  all  citizens. 

Thank  you  for  the  opportunity  of  coming  before  you  today  to  bring  our  experiences 
In  these  programs  to  your  attention.  I  will  be  happy  to  answer  any  questions 
the  members  of  the  subconnri ttee  ma^  have.  Again,  thank  you. 
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CITT  OF  SAH  AMTONIO 


LBGISLATIVB  POSITION  PAPER 
U.S.  OONGEESS 


SUBJECT; 

CoHBunlty  Developaent  Block  Grant  Reauthorlsatlon  -  Housing  and  C( 
Dcvelopaant  Act  of  1985  and  Fiscal  Taar  1986  Appropriations 

BACKCBOUHD; 

Tba  City  of  San  Antonio  has  racaivad  $185.3  Billion  in  Coaaunity  Da^ralopaant 
Block  Grant  (CDBG)  Entitlaaant  funds  ovar  tha  lO-Taar  Entitlaaant  Pariod 
baginning  with  FT  1975-76  through  FT  1984-85.  Thasa  funds  hava  baan 
azpandad  in  an  affort  to  affactivaly  addraas  ravitalisation  naads  in  tha 
City's  oldar,  distrassad  naighborhoods  and  to  diractly  banafit  low  and 
■odarata  incoaa  rasidants  by  providing  for  incraasad  .aconoaic  and  aaployBmt 
davalopaant  opportunitias.  In  addition,  CDBG  prograa  funds  raprasaat  tha 
priaary  rasourca  in  tha  City's  af forts  to  provida  a  auitabla  liwiag 
anvirooaant  through  tha  iaplaaantation  of  houaing  rahabilitation  prograaa, 
straat  and  drainaga  raconatruction  actiwitias,  and  prodding  for  naadad 
public  and  racraational  facilitias.  For  tha  past  10  yaars,  tha  City  of  San 
Antonio  haa  addrassad  thasa  critical  local  concama  by  azpandiog  CDBG 
allocations  as  indicated: 

City  of  San  Antonio;  Use  of  CDBG  Funds 
(FT  197^7^  through  FT  l^M-d5) 

Total 
CDBC  Fanda 


CDBG 

X   CDBG 

Activity 

Funda  Allocated 

Straata  t  Drainaga 

45Z 

laeraation 

52 

Bonaing 

30X 

Raighborhood  Praaanration 

9Z 

and  lavitalisation 

Bconoaic  Davalopaant 

6Z 

Planning 

3Z 

Adainiatration 

2Z 

$83.4  aillioB 
9.3  ■illioB 

55.6  alllioB 

16.7  allllOfB 

11.1  ailUoB 
5.5  Billion 
3.7  ■illioB 


lOOZ  $185.3  Billio 
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riHANCUL  ANALYSIS  AMD  IMPACT: 


During  the  past  10  years,  tha  City's  CDBG  EntltleMnts  hava  ranged  froB  a 
high  allocation  of  $24*4  fell lion  (TV  1980-81)  to  a  low  allocation  of  $16 
■llllon  (FY  1976-77).   Por  the  pa>t  four  years,  San  Antodo  ■  CDEG 
Entltleaent  hmtt   resalned  relatively  constant  at  the  $17  ■llllon  rangb.  This 
reflects  Mtlonal  flacal  constraints  and  conform  to  federal  budget  policy 
freeslng  program  appraprlitloni  »t   or  belov  FY  1582-83  levcla   However, 
although  th«  allocation  hae  remained  constant,  the  actual  buying  capacity  of 
these  CDBG  funds  has  been  reduced  by  Approximately  461^  (Exhibit  I). 

The  CDBG  Entitlement  Frograa  Is  the  principal  funding  resource  available  to 
the  City  to  locally  address  the  deleterloua  and  Inaldloua  condltlotu  of 
dctarloratloQ  In  our  old*r  dlatreaHed  neighborhood*   The  aeverlty  of 
declining  condltlona  in  theie  ar**»  la  Indicated  by  the  reiponae  received 
during  the  Clty'i  aooual  Cltlien  ?artlclp«tlon  process   froo  which  the  City 
consistently  recelv**  cltlien  requci  a  for  CDBC  asalatance  In  ekceas  of  $250 
all  lion-  Although  all  rcqueBta  cannot  i^dlately  be  addressed »  che  City 
has  atratoglcally  adalnlatared  its  luated  CDlC  reiourcaa  to  leverage 
private  sector  support  and  participation  In  revltallaatloo  activities  to  the 
mMw4tm^   feasible  extent.  This  use  of  a>BC  funds  has  enabled  Saa  Antonio  to 
address  critical  DelghboThood  conditions  haisrdoua  to  health  and  safety, 
while  providing  the  Initial  lapetus  for  Independent  private  lavas taent  to 
continue  revitalliatlon  activity. 

SUMWART  AND  RECOKMENDATION; 

As  Indicated  above  the  CDBG  Frograa  Is  the  prlsary  resource  available  to 
the  City  of  San  Aotoolo  to  effectively  address  and  alleviate  severe 
deteriorated  condltlona  In  older  distressed  neighborhoods-  The  fraasing  of 
CDBC  Prograa  appropriations  sc  the  FT  982-83  level,  conblned  with  the 
addition  of  significant  prograa  actlvltlaa^  requlreMOts  and 
reBponslbllltlea  during  the  past  four  years,  has  resulted  In  a  dafacto  CDBG 
progrsa  reduction  at  the  local  laval   Further  reduction,  dUutioii  or 
ellalnatlon  of  the  CDBC  Entltlsnent  Prograa  vlU  result  In  serious 
constraints  and  curtallsent  of  the  City's  sbiiity  to  sddreas  snd  upgrade 
physical  conditions  in  deteriorated  neighborhoods,  or  to  provide  econoalc 
■tkd  enployaent  opportunities  to  lov  sod  aoderate  Incoae  cltisens. 

The  City  recognises  the  urgency  for  instituting  national  policy  action  to 
reduce  the  federal  deficit   Rovsver  the  welfare  of  the  nation's  dtisens 
sod  the  continued  physical  and  economic  health  of  our  cities  Mist  also  be 
addressed  and  prioritized  Iti  iegislstlvs  fiscal  policy  considerations.  The 
rii—iiiTrj  Develop«eoC  Slock  Grant  Frograa  represents  the  prisary  resource 
for  cities  to  locslly  address  debilitating  deterioration  and  decay  of  the 
physical  infraatructure,  and  to  provide  opportunities  to  ivprova  the  quality 
of  life  for  lower  Incoac  residents   Cities  have  sbsorbed  to  the  bast  of 
their  abilities,  the  raductlon*  resulting  froa  the  Frograa  appropriations 
f reeae  of  FT  1982-83   Therefore  the  City  supports  legislation  to  aaintain 
FT  1986  CDBC  budget  appropriations  at  the  current  level ^p  Further,  the  City 
supports  enabling  legislation  to  enact  the  Housing  and  Co^wnity  Developaent 
Act  of  1985,  to  reauthorlse  the  CoiMsnity  DevelopMnt  Block  Grant  Frograa 
through  FY  1989. 

^Using  FY  1975-76  as  the  bese  year. 
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EXHIBIT  I 


Hictory  of  OooMnity  D«volopa«nt 
•leek  GFeat  BatltlcMnts 

City  of  Sea  Antonio 


Flicel  Tear 


CDBG 
Kntitl—ent 


Entitle 
Anoont 


$185,317,000 


Defleted 

■qul^el— t* 


Base  Tear:  1975-76 

1 

$  17,955,000 

$  17,955,000 

1976-77 

2 

16,070,000 

13,215,570 

1977-78 

17,530,000 

15,iM,760 

1978-79 

18,226,000 

14,927  ,0t4 

1979-80 

19,851,000 

14,491,250 

1980-81 

24,471,000 

15,857,108 

1981-82 

20,072,000 

11,802,33« 

1982-83 

17,223,000 

9,730,995 

1983-84 

17,014,000 

9,236,601 

1984-85 

10 

16.905.000 

8.824.410 

$153,749,2 


*Source:     Bureau  of  Labor  Statistics  -  Defleted  to  1975-76  Dollera 
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Chairman  Gonzalez.  We  come  to  Mr.  Gecan. 

STATEMENT  OF  MIKE  GECAN,  NATIONAL  STAFF,  INDUSTRIAL 
AREAS  FOUNDATION,  SAUL  UNSKY  INSTITUTE 

Mr.  Gecan.  Thank  you. 

I  am  Mike  Gecan  on  the  national  staff  of  the  Industrial  Areas 
Foundation,  Saul  linsky  Institute.  Since  Mr.  Linsky's  death  12 
years  ago,  the  foundation  has  been  headed  by  executive  director 
Edward  Chambers. 

Like  my  colleagues  of  Maryland,  Texas  and  California,  I  am  a 
professional  organizer.  Our  primary  work  is  not  the  building  of 
homes,  although  we  are  privileged  to  play  a  role  in  the  Nehemiah 
plan,  but  the  building  of  independent,  selfnsufficient  congressional- 
ly  based  organization  of  the  kind  you  see  represented  in  this  room. 

The  Nehemiah  plan  is  unique  in  some  ways,  but  we  believe 
shares  some  of  the  fundamental  features  of  all  our  efforts.  First  of 
all,  Nehemiah,  like  our  organization,  is  not  good  news  for  everyone. 
Like  the  Queens  Citizens  Organization,  Nehemiah  is  bad  for  those 
bureaucrats  who  wish  to  stifle  or  strangle  progress.  Like  Communi- 
ties Organized  for  Public  Service  in  San  Aiitonio,  Nehemiah  is  bad 
for  ideology  of  either  camp. 

Those  who  say  government  must  initiate,  cultivate,  execute,  reg- 
ulate every  new  notion  are  disturbed  by  what  we  call  our  iron  rule: 
Never  do  for  others  what  they  can  do  for  themselves.  Like  Build  in 
Baltimore  and  South  Central  Organizing  Committee  in  Los  Ange- 
les, Nehemiah  is  bad  for  those  who  say  government  has  no  role  to 
play  in  the  future  of  our  central  cities.  The  planned  shrinkage 
crowd  needs  to  go  back  to  the  thuik  tanks  to  fish  for  a  new  cliche. 

Finally,  like  the  Metropolitan  Organization  in  Houston,  Nehemi- 
ah is  bad  for  paper  coalitions,  ersatz  organizations,  groups  that  are 
mere  extensions  of  Federal  funding,  not  stable  and  able  to  stand  on 
their  own. 

While  it  was  bad  for  some,  the  concepts  underlying  the  Nehemi- 
ah approach  and  values  undergirding  our  organization  are,  we  be- 
lieve, good  for  most  Americans.  Nehemiah  demonstrates  the  value 
of  diversity,  the  value  of  accountability,  including  our  own,  the 
value  of  production — not  just  process — and  the  belief  that  well-or- 
ganized people  rooted  in  religious  and  democratic  traditions  will  do 
the  right  thing,  both  for  their  local  communities  and  their  nation. 

You  won't  find  America's  most  beautiful  people  in  magazines. 
We  believe  you  find  them  here.  And  tlie  best  voices  tend  to  be  not 
on  records  or  tapes,  but  in  this  room — the  soft  voice  of  Mrs.  Goffe, 
the  rich  voice  of  Reverend  Youngblood,  the  vital  voice  of  Mrs. 
Torres,  the  sure,  secure  voice  of  Mr.  Bobbins,  and  the  authentic 
American  voices  of  the  four  fine  leaders  who  will  follow  me  to  this 
table. 

There  are  other  voices  here  today  who  will  not  be  heard — 
Charles  Frank,  senior  executive  of  U.S.  Trust  and  Episcopal  repre- 
sentative to  the  Nehemiah  Trust;  Fred  Forster,  senior  executive  at 
Pfizer  Chemical  and  Lutheran  representative;  Kevin  Carney,  attor- 
ney to  the  Diocese  of  Brooklyn,  one  of  the  Roman  Catholic  repre- 
sentatives to  the  Nehemiah  Trust;  Mrs.  Patricia  Ottinger,  pest 


Digitized  by  VjOOQIC 


2900 


president  of  the  Queens  Organization;  and  Hugh  Kelly,  long-time 
adviser  to  the  east  Brooklyn  churches. 

There  are  two  important  bishops  who  you  will  not  see  or  hear 
today— Bishop  Robert  C.  Witcher  is  the  leader  of  the  Episcopal  Dio- 
cese of  Long  Island;  Bishop  Francis  J.  McGovero,  the  fflue  to  this 
Nehemiah  effort,  the  mortar  that  keeps  the  bricks  together.  We  be- 
lieve when  the  story  of  Nehemic^  is  nnaUy  written,  he  will  be  the 
No.  1  hero. 

We  believe  this  rich  diversity  of  race,  religion,  geographiee,  and 
classes  is  the  best  our  country  has  to  offer. 

Recently,  one  official  asked  me  if  we  were  building  homes  to 
house  some  new  political  force.  I  said  no.  Upon  reflection,  I  should 
have  said  yes.  We  are  putting  together  the  kinds  of  orf^anizations 
and  Nehemiah  teams  that  have  tiie  power  and  professionalism  to 
build  homes,  schools,  and  communities  for  aU  those  striving  to  rise 
from  poverty  and  near  poverty  into  the  promise  and  opportunity  of 
the  vast  moderate  American  middle. 

We  are  working  with  bishops  and  bankers,  citizens  and  Senators 
to  carve  out  fresh  public  space,  a  space  for  those  who  shy  away 
from  permanent  partisan  polarities,  from  fitful  politiod  move- 
ments, from  unproductive  activism. 

As  in  the  construction  of  the  Nehemiah  homes  and  our  presenta- 
tion here  today,  there  is  joy  in  this  type  of  building— real  pleasure 
in  it — and  growth  for  those  of  us  involved.  This  country  isn  t  closed 
and  cramped  so  long  as  leaders  and  organizers,  officials  and  com- 
missioners, pastors  and  politicians  have  a  mind  and  will  to  do  this 
important  work. 

Thank  you. 

Chairman  Gonzalez.  Thank  you,  Mr.  Gecan.  Thank  you  very 
much. 

I  understand  Bishop  McGovero  is  ill,  and  for  that  reason  he 
could  not  be  with  us.  t  think  that  I  express  the  hopes  and  prayers 
of  each  and  every  one  of  us  on  this  level  that  he  has  a  quick  recov- 
ery and  will  continue  that  tremendous  spiritual,  active  leadership 
in  Brooklyn. 

Mr.  Gecan.  We  appreciate  that  He  is  recovering  well,  but  didn't 
want  to  make  this  kmd  of  trip  quite  yet  Next  month  he  might  be 
down  here  with  us. 

Thank  you. 

Chairman  Gonzalez.  OK.  I  recognize  Mr.  Mitchell  for  any  ques- 
tions or  statement  he  may  wish  to  make. 

Mr.  MrrcHELL.  Thank  you,  Mr.  Chairman. 

I  do  have  a  couple  of  questions  that  ^u  may  not  want  to  answer 
right  now— there  are  400  people  waitin^^  to  see  your  model  home 
whenever  it  is  open,  which  means  there  is  a  heavjr  demand  for  this 
type  of  housing.  I  would  be  interested  in  the  criteria  for  selection  of 
applicants.  Surely  there  must  be  some  kind  of  criteria  that  you  use 
other  than  the  person's  work  status. 

Do  you  want  to  respond  to  that  now? 

Mr.  RoBBiNS.  Oh,  yes.  The  first  rule  is,  first  come-firstHserved.  We 
got  the  first  approximately  1,000  in — we  didn't  know  whether  they 
came  in  all  at  one  time  or  one  after  another.  We  held  a  public  loAr 
tery  at  which  I  believe  the  mayor  and  Governor  were  present,  and 
drew  the  numbers,  and  those  people  got  the  first  houses. 
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Since  that  time,  it  has  been  strictly  on  a  first-come-first  served 
basis.  The  only  qualifications  are  that  they  earn  enough  to  carnr 
the  house;  that  they  have  the  downpayment  in  the  bank — ^you  can  t 
say,  "I  am  going  to  get  it" — that  they  have  employment;  that  they 
are  employed  and  that  they  don't  have  excessive  debt.  Now  those 
are  fairly  easy  things  for  us  to  check. 

I  would  say  that  if  we  had  the  houses  and  if  we — we  deliberately 
hold  it  down.  I  have  to  tell  you  that.  We  have  to  hold  it  down  be- 
cause we  can  make  a  lot  of  enemies  when  you  don't  give  people  the 
house  they  think  they  are  going  to  get,  so  we  can't  take  too  many 
applications  because  we  are  not  going  to  be  able  to  give  them 
houses  fast  enough. 

I  would  say,  without  any  difficulty,  we  have  never  advertised; 
mostly  word  of  mouth.  If  we  reallv  made  an  effort,  I  guess  we  could 
sell  100,000  of  them,  but  I  don  t  know  whether  we  could  build 
100,000  of  them. 

Mr.  MrrcHELL.  Thank  you,  Mr.  Robbins.  I  must  say  that  you 
remind  me  very  much  of  one  of  my  heroes,  Jim  Rousch,  who  has 
really  made  the  forefront  and  initiated  a  new  plan  for  homeowner- 
ship. 

Mr.  Robbins.  Yes.  His  views  and  mine  are  very  similar. 

Mr.  MrrcHELL.  I  am  curious  as  to  why  you  are  able  to  build  these 
houses  much  more  cheaply  and  sell  them  much  more  cheaply  than 
private  developers.  There  is  a  group  in  this  country  that  is  interest- 
ed in  maximizing  the  profits  for  building,  by  maximizing  cost. 

What  has  been  the  attitude  of  the  real  estate  interests  toward 
this  kind  of  project? 

Mr.  Robbins.  My  friends  in  the  industry  are  full  of  praise.  Mr. 
Kelly  from  Landour — they  are  a  big  outfit — ^he  is  here  today.  I 
would  say  even  if  a  fellow  doesn't  do  it  himself,  he  likes  to  be 
around  the  guy  that  is  doing  it.  It  is  not  unpleasant.  I  have  lost  no 
friends  over  this. 

Mr.  MrrcHELL.  You  have  really  run  into  no  opposition? 

Mr.  Robbins.  No.  They  are  not  ready  to  buHd  in  this  area,  this 
kind  of  building,  at  least  the  ones  I  know. 

Mr.  Mitchell.  Yes. 

Finally,  Mr.  Martin,  I  was  particularly  pleased  with  your  testi- 
mony. I  want  to  stress  what  you  did — tlmt  there  is  no  one  ap- 
proach. Under  the  312  Program,  I  have  seen  blocks  in  cities  just 
come  alive,  old  houses  strong  and  well-built,  and  they  just  needed 
some  rehabilitation — although  Mr.  Robbins  spoke  of  the  cost. 

I  didn't  utilize  the  312  Program  because  I  was  an  elected  official. 
But  I  bought  an  old  rowhouse  in  Baltimore  12  years  ago  deep  in 
the  ghetto.  I  paid  $3,200  for  an  old  rowhouse.  I  took  the  Ught 
switch  off;  10,000  roaches  came  out.  Certainly,  there  was  a  problem 
with  rats.  It  was  in  the  1800  block  of  Madison  Avenue.  Now  the 
whole  block  and  adjacent  blocks  have  been  purchased  by  black  pro- 
fessionals who  ordinarily  would  have  gone  to  the  suburbs.  Instead, 
they  have  built— rehabilitated  almost  all  of  the  avenue,  and  it  is 
really  one  of  the  classiest  areas  of  the  city. 

So  I  am  emphasizing  we  need  Nehemiah,  312.  We  need  every- 
thing to  come  to  grips  with  the  type  of  housing  crisis  we  have  m 
this  country. 

Thank  you  very  much.  It  was  very  informative  testimony. 
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Chairman  Gonzalez.  Thank  you. 

Mr.  Bartlett. 

Mr.  Bartlett.  Thank  you,  Bfr.  CSiairman. 

Like  Mr.  Mitchell,  I  also  ooncur  that  there  are  a  number  of  di- 
verse wavs  to  aiqiroach  Uie  same  goal.  I  do  think  that  we  at  the 
Federal  level,  in  anpr  event,  have  deemphasized  homeownership 
and  emfriiasized  subsidized  rental  in  the  past  And  I  would  hope  we 
could  put  some  priority  in  that  thinking. 

I  have  a  few  roecific  questions.  First,  let  me  begin  with  a  general 
question  I  asked  one  of  the  earlier  panels.  That  is,  could  each  of 
you  describe  both  the  impediments  and  assistance  that  was  provid- 
ed by  the  city  government  and  by  the  Federal  Government  during 
the  course  of  this?  I  am  relatively  certain  it  took  both  to  assist 

I  am  also  relatively  certain  that  it  was  not  aU  peaches  and 
cream.  You  must  have  had  some  hurdles  to  overcome.  I  wonder  H 
you  could  identify  some  of  those  hurdles  and  also  the  ways  in 
which  you  were  helped. 

Mr.  RoBBiNS.  Well,  in  public  hearings  we  tend  to  deemphasize 
the  hurdles  we  had  to  go  over.  I  must  say,  before  I  knew  Mr.  Gecan 
and  east  Brooklyn  churches,  I  had  discussed  this  with  the  Secre- 
tary, Mr.  Pierce,  who  testified  yesterday.  I  spent  a  lot  of  time  with 
him  in  his  oHice  in  Washington  here  and  with  some  members  of 
his  staff.  I  thought  they  were  generally  sympathetic  with  the  idea. 
I  was  then  writing  extensively  in  the  neld,  and  they  were  familiar 
with  this  work.  They  told  me  they  thought  at  that  time  that  the 
extent  of  their  assistance  would  l>e  to  encourage  cities  to  use  the 
funds  which  the  Federal  Government  was  meddng  available  in 
order  to  assist  with  the  second  mortgajge  part  of  the  program. 

When  this  had  been  presented  to  cities,  it  was  always  presented 
as  not  new  money,  and  there  was  some  resistance  to  that.  The  dty 
of  New  York  did  not  react  that  way.  The  city  of  New  York,  poesiUy 
because  of  the  strong  organization,  possibly  because — probablv  be- 
cause of  Mr.  Gleidman's  understanding  of  the  program  and  Mayor 
Koch's  understanding  of  the  program,  they  came  around. 

We  got  a  great  deal  of  encouragement,  very  friendly  encourage* 
ment,  from  Governor  Cuomo,  who  saw  this  as  an  opportunity  to 
help  many  of  the  cities  of  the  State— Buffalo,  Syracuse,  Rochester, 
and  others  who  have  acute  problems. 

I  would  say  that,  as  in  any  new  program,  it  was  difficult  at  first 
to  convince  public  officials,  who  had  a  different  idea  of  costs,  who 
had  not  been  through  the  revolution  of  the  post-war  period,  who 
had  never  seen  building  done — I  was  part  of  the  program.  We  built 
1,700  houses  in  1  year  in  1949.  On  the  GI  bill,  if  you  made  $66  a 
week  income,  you  could  buy  a  house.  Some  of  those  houses,  Iqr  the 
way,  are  selling — ^we  sold  them  for  $9,000 — they  are  now  selling  for 
$45,000,  $50,000,  and  up. 

Mr.  Bartlett.  If  I  could  rephrase  my  question  a  little  bit. 

I  am  not  so  much  interested  in  the  broad  support  you  got  from 
the  top  level  in  terms  of  supporting  or  not  supporting  the  program, 
but  were  there  specific  regulatory  hurdles  that  you  had  to  ovei> 
come? 

Mr.  RoBBiNS.  Well,  we  did  not  have  block  grants;  no  UDAG  or 
anything  like  that  connected  with  the  program.  Everything  in  this 
program  came  from  the  city  or  the  State,  or  the  churches.  And  we 
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met  what  I  would  call  normal  bureaucratic  resistance  to  new  ideas. 
Once  we  proved  it,  once  we 

Mr.  Bartlett.  I  take  it  that  was  somewhat  of  an  understate- 
ment. 

Mr.  RoBBiNS.  I  am  not  about  to  try  to  make  enemies  over  again. 

Mr.  Bartlett.  I  am  looking  for  ways,  as  we  construct  this  le^bsla- 
tion— for  example — it  concerns  me  that  the  community  develop- 
ment was  not  able  to  be  used. 

Mr.  Bobbins.  Oh,  no,  no;  it  was  used.  It  was  used.  I  don't  know; 
Mr.  Gleidman  could  tell  how  it  was  done.  I  don't  know  what  they 
did. 

But  as  far  as  the  Federal  Government  is  concerned — Mr.  Pierce, 
Secretary  Pierce— told  me  flat  out  that  any  ciiy  that  wants  to  use 
community  development  funds  for  this  purpose,  they  can  do  so. 

Chairman  Gonzalez.  Will  you  yield  on  that  point? 

Mr.  Bartlett.  I  would  be  happy  to  yield. 

Chairman  Gonzalez.  I  think  the  record  should  show  this. 

The  subsidies  for  the  Nehemiah  plan  consist  of  basically  four— 
$10,000  per  unit  from  the  ciiy  of  New  York  out  of  its  city's  capital 
bucket. 

Mr.  Bobbins.  Capital  budget,  right. 

Chairman  Gonzalez.  Which,  ofcourse,  could  find  some  way. 

Second,  is  the  land  cost,  which  is  free  from  the  dty. 

Mr.  Bobbins.  Bight. 

Land,  by  the  wav,  I  should  tell  you,  Mr.  Chairman,  that  was  sell- 
ing for  as  low  as  $200  a  lot. 

Chairman  Gonzalez.  Yes. 

Mr.  Bobbins.  It  had  no  real  value. 

Chairman  Gonzalez.  That  is  right. 

Mr.  Bobbins.  But  the  dty  recoenized  that.  It  had  a  big  invests 
ment  in  schools  and  streets  and  sewers.  That  was  one  of  the 
charms  of  theprogram. 

Chairman  Gonzalez.  Third,  no-interest  construction  loan  fund, 
because  the  church  provided  those  funds— churches. 

Fourth,  low  interest  permanent  mortgage  help  from  the  State  of 
New  York.  This  is  where  the  State  mortage  autnority  came  in. 

So  I  did  want  to  point  out — and  I  thmk  the  recora  should  show 
that  those  are  the  oasic  subsidies,  if  you  want  to  call  them  subsi- 
dies. 

Mr.  Bartlett.  I  understood  the  subsidies  fairly  well.  Maybe  Mr. 
Gleidman 

Mr.  GLEmBCAN.  If  I  may. 

Mr.  Bartlett.  Was  it  difBcult  to  use  community  development 
funds?  Community  development  says  80  percent.  You  targeted  115 
percent. 

Mr.  GLEmBCAN.  On  this  particular  program,  that  is  right.  It  is 
well  above  the  median  income  for  renters,  certainly.  It  is  about  at 
the  median  income  for  homeowners  in  New  York  Qty. 

But  I  think  the  real  secret  of  this  program,  what  I  think  this  bill 
tries  to  replicate  is  to  have  each  of  us  do  what  we  are  best  at  and 
to  stav  out  of  what  we  are  worst  at.  I  mean,  what  the  diy  I  think 
was  able  to  do  well  here  is  to  make  the  land  available.  If  v( 
a  look  at  the  picture  over  there,  you  will  see  derelict  buildi  m 
the  background— tearing  those  down  so  these  homes  could       i^^uilt. 
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You  had  relocating  the  tenant  here  and  the  owner  there.  That 
was  still  on  the  site  that  a  private  party  could  never  have  done.  We 
used  condemnation  power  to  be  able  to  clear  out  the  sites  to  make 
contiguous  land  available. 

We  were  able  to  provide,  as  the  chairman  indicated,  $10,000  a 
house  in  capital  grants;  the  land  free.  We  also  said,  you  know, 
when  you  are  rebuilding  an  area  like  this,  to  have  the  real  estate 
taxes  lump  right  up  to  what  they .  would  be,  you  know,  if  this 
weren  t  a  pioneering  effort,  would  be  wrong.  So  we  provide  for  a 
long-term  phase-in  of  the  taxes  so  the  owner  doesn't  start  paying 
the  taxes  right  away.  And  we  basiccdly  try  to  focus  on  what  we  did 
well. 

The  real  breakthrough,  if  I  could,  Mr.  Bartlett,  was  instead  of 
making  the  EBC — Nehemiah  folks  prove  every  step  of  the  way  that 
they  could  do  what  they  said  they  could  do — instead  of  having  it 
with  mathematical  certainty,  what  we  did  was  we  agreed  upon  a 
concept  where  we  said,  "This  is  the  kind  of  house  you  are  going  to 
build.  It  has  got  to,  obviously,  fit  in  with  the  building  ODde.  But  we 
don't  have  to  see  the  exact  plans  to  approve  it.  We  don't  have  to 
see  everything  to  be  able  to,  in  advance,  and  to  certify  it  and  recer^ 
tify  it  and  send  it  through  six  mills." 

We  said,  instead  of  that,  "You  build  it  and  you  have  our  second 
mortgage'' — ^you  know,  interest-free,  nonamortizing  second  mort- 
gage. As  you  know,  if  the  person  stays  15  years,  we  never  get  it 
back  and  it  is  the  best  money  we  ever  spent.  It  is  that  kind  of  situ- 
ation. And  basically  telling  them  go  ahead.  If  you  bring  this  house 
in  for  $50,000  and  it  is  the  kind  of  house  you  say  you  are  going  to 
build,  you  have  our  money. 

All  right,  in  the  meantime,  we  don't  want  to  talk  to  you.  Go  out 
and  build.  We  don't  want  to  spend— you  to  spend  your  dai^  telling 
us  and  holding  our  hands,  as  is  so  often  the  case  with  FHA  and 
other  agencies  in  Federal  Government.  We  basically  tried  to  stay 
out  of  the  way. 

We  weren't  always  successful.  I  don't  want  to  make  it  sound  like 
we  were  always  successful  in  sta3dng  out  of  the  way.  There  were 
times  that  Mr.  Robbins  and  Mike  and  others  came  to  me  and  said 
the  city  has  stubbed  our  foot  again,  you  know;  help  us  through  this 
process.  And  we  were  able  to  do  that,  by  and  large. 

The  best  thing  that  came  out  of  it  in  a  lot  of  ways  is  that  we 
have  now  changed  our  attitude  towards  a  lot  of  builders.  We  have 
found  out  the  city's  codes  and  city  processes  were  stifling  builders 
all  over  the  city  from  doing  some  of  the  things  they  wanted  to  do. 
So  we  learned  by  it,  too. 

It  was  a  true  two-way  street.  Not  only  have  we  aU  gained  Iqr  re- 
building Brownsville  and  by  helping  thousands  of  families  to  be 
able  to  own  homes  they  never  thought  they  could  own,  but  we  will 
actually  be  able  to  help  others  as  well. 

Mr.  Bartlett.  Commissioner,  I  think  that  is  very  eloquent  testi- 
mony as  to  how  you  were  able  to  accomplish  it.  I  think  you  were 
correct  in  pursuing  it;  that  lack  of  having  to  get  approvals  in  tripli- 
cate form  six  different  times  at  every  level. 

I  suppose  what  I  am  trsring  to  focus  on  is  the  importance  of  writp 
ing  whatever  Federal  legislation  we  write  so  you  can  have  that 
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fileedom.  You  are  telling  us  that  ought  to  be  the  No.  1  priority  in 
writing  this. 

Mr.  Glsidman.  Yes. 

Mr.  Bartlett.  You  know,  perhaps  there  are  some  ways — I  will 
pursue  with  others,  or  HUD — perhlaps  there  are  ways  to  aUeviate 
the  r^ulatory  burden  of  community  development  so  it  can  be  more 
obviously  responsive  to  this  kind  of  program. 

Mr.  Martin,  you  said  in  your  testimony  that — I  think  you  said 
you  had  to — in  order  to  accomplish  your  program  you  had  to  do 
what  we  call  in  the  Southwest — apply  a  degree  of  creativity  to  ex- 
isting r^ulations.  It  seems  to  me  that  what  this  committee  ought 
to  be  doing  is  to  stop  putting  you  in  a  position  of  having  to  apply 
creativity  to  existing  regulations,  but  to  deregulate  or  decontrol 
many  of  the  regulations  that  don't  serve  you  or  your  tenants  very 
well. 

Can  you  provide  us  with  some  examples  of  the  kind  of  r«pla- 
tions,  whether  it  is  in  rehab  or  modernization  or  performance  fund- 
ing, that  you  would  have  us 

Mr.  Martin.  Mr.  Bartlett,  the  Community  Dovelopment  Block 
Grant  is  very  clear  in  specifying  those  things,  eligible  items  that 
can  be  carried  out  under  the  program  and  fiioee  that  cannot  We 
were  very  concerned  in  San  Antonio  to  find  there  were  no  moneys 
for  new  construction.  There  was  rehabilitation  moneys,  money  to 
acquire  land  and  make  land  avcdlable  for  development;  but  that 
didn't  address  the  problem  of  housing  construction. 

So  we,  after  a  great  deal  of  study,  came  up  with  a  concept — ^it 
was  tried  first  in  San  Antonio — using  the  relocation  grant,  as  I 
said,  as  a  means  of  doing  it.  It  was  such  an  uproar,  as  far  as  the 
controlling  of  HUD  organizations  were  concerned,  that  we  were  au- 
dited by  GAO  coming  down  and  sa3dng,  "You  can't  do  this;  it  is  in 
conflict."  We  showed  them  the  direct  relationship  to  the  laws  in  re- 
location, and  it  is  now  in  use  throughout  the  country. 

To  answer  your  question,  quite  often  there  are  things  written 
into  the  bill,  whether  it  is  because  of  lack  of  understanding,  appli- 
cation at  the  local  level,  or  an  attempt  to  keep  misuse  of  the  pro- 
gram from  occurring,  that  do  hamper  local  applications.  The  very 
thing  we  are  talking  about  here,  it  covered  all  the  things  such  as 
amenities,  infrastructure.  Yet,  the  one  thing,  of  course,  that  we  are 
talking  about  the  neighborhood  requires  is  places  for  people  to  live. 

So  you  are  quite  right.  I  think  if  you  keep  in  mind  as  you  draft 
any  kind  of  legislation  that  there  are  no  two  cities  alike — ^where  in 
New  York  they  deal  with  tenants  and  very  heavy  density  in  the 
sense  of  their  housing  for  the  most  part,  we  deal  in  what  we  call 
rowhousing  in  Texas,  which  you  are  familiar  with,  smaU  single- 
family  shacks.  And  that  kind  of  legislation  needs  to  be  taken  into 
consideration. 

Mr.  Bartlett.  You  would  urge  us  to  restore  a  fuller  measure  of 
local  control? 

Mr.  Martin.  Yes,  sir,  I  would. 

Mr.  Bartlett.  Thank  you,  Mr.  Chairman. 

Mr.  RoBBiNS.  I  would  like  to  comment  bri     y. 

Ideally,  the  Federal  Government  should  i  t      mo  i- 

able,  second  mortgage  money  available,  at  t      i.u      of  <         i^,  i. 
same  as  the  city  of  New  York  does.  We  i    la  t  rf 
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properties  we  are  going  to  close,  and  they  send — we  certify  to  that, 
and  they  give  us  a  check  to  pay  out  when  we  close. 

The  problems  are  that  vou  have  developed  systems  for  control- 
ling Federal  funds,  no  doubt,  systems  for  controlling  ciiy  funds.  We 
have  worked  with  the  citv  now;  know  how  to  do  it  You  might  con- 
sider the  possibility  of  allowing— having  the  Federal  Government 
depend  upon  the  procedures  that  exist  within  the  cities  before 
making  the  funds  available.  That  is  not — and  then  keep  it  out  of  it, 
treat  it  as  a  banking  operation,  and  possibly  keep  it  out 

Mr.  Bartlett.  You  are  su^esting  we  take  the  revolutionary  step 
of  deciding  we  are  going  uThe  a  second-lien  holder.  Well,  we  will 
trust  the  nrst  lien  holder  to  check  the  paperwork. 

Mr.  RoBBiNS.  I  think  that  is  a  fairly  good  way  to  put  it,  yes, 
indeed. 

Mr.  Bartlett.  I  think  it  is  a  terribly  good  and  beneficial  revolu- 
tion if  we — do  you  know  right  off  if  tnis  bill,  for  example,  the  way 
it  is  constructed  now,  would  it  trigger  in  the  prevailing  wage  rate 
for  constructing  these  houses  under  Davis-Bacon?  I  realize  that  is  a 
sacred  cow;  no  one  wants  to  talk  about  it  But  I  will  just  ask. 

Mr.  Bobbins.  I  believe  the  bill  has  to  speak  for  itself  on  that  I 
think  local  conditions  ought  to  decide  what  rates  are.  They  ought 
to  be  what  is  required  in  that  area.  You  cannot,  in  my  opinion,  pro- 
mote single-family  housing  in  a  straitjacket.  It  has  got  to  be  done 
the  way  it  is  possible  to  do  it  in  that  area. 

Mr.  Bartlett.  Do  you  think  the  bill  should  require  Davis-Baoon 
contracts,  or  should  not? 

Mr.  Bobbins.  Personally? 

Mr.  Bartlett.  Yes,  sir. 

Mr.  Bobbins.  My  answer  is  no. 

Mr.  Bartlett.  It  should  not? 

Mr.  Bobbins.  Should  not. 

Mr.  Bartlett.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Mr.  Schumer. 

Mr.  Schumer.  I  just  have  two  quick  questions.  I  didn't  want  to 
ask  too  many  questions  today,  as  somebody  who  has  dealt  with  you 
folks  a  lot. 

First,  do  you  see  the  present  legislation  imposing  any  Federal  im- 
pediments of  the  kind  Mr.  Bartlett  talked  about?  Anybodv? 

Mr.  Bobbins.  No.  I  think  the  bill  has  been  very  carefuUy  drafted 
and  that,  within  the  jurisdiction  of  the  Secreta^,  he  comd  decide 
to  do  exactly  what  I  have  suggested  could  be  done. 

Mr.  ScHUBiER.  Second  (question  I  had  was  in  reference  to  CDBG. 
You  are  all  here  advocating  passage  of  this  bilL  Obviousljr,  CDBG 
funds  are  around  still.  They  haven't  been  proposed  to  be  eliminated 
like  other  funds. 

Why  is  this  bill  necessary?  Whv  don't  we  just  use  CDBG  fiuuU?  I 
mean,  I  have  an  answer  but  maybe  Mr.  Gleidman  would  like  to  adr 
dress  that  issue. 

Mr.  Gleidbian.  Sure. 

Well,  I  think  the  basic  reason.  Chuck,  and  the  reason  we  didn't 
look  toward  CDBG  funds  at  all  for  this  program,  is  that  the  Com- 
munity Development  Block  Grant  Program  has  shrunk  dramatical- 
ly over  the  last  4Vi  years.  And  so  leaving  aside  inflation,  leanug 
airide  aU  the  additional  needs  and  tools  we  now  use  it  for,  the  dtgri 
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block  grant  funds  have  gone  down  around  25  percent  already 
before  any  cuts  come  across  this  year. 

So  we  have  had  to  eliminate  many  of  the  activities  we  have  been 
involved  in  before.  We  understand  this  year,  if  the  President's  pro- 
posals were  adopted,  the  loss  to  New  York  City  would  probablv  be 
another  20  percent  or  so  of  its  block  grant  mnds.  To  talk  about 
using  it  increasingly  for  new  concepts  when  there  are  so  many 
basic  neighborhood  revitalization — ^you  know,  work  that  we  are  in- 
volved in  now — ^would  be  meaningless.  I  would  be  robbing  Peter  to 
pay  Paul;  at  the  same  time,  you  know,  destroying  neighborhoods  in 
the  process. 

Mr.  ScHUBfER.  Anyone  else  on  that? 

Mr.  Martin.  If  I  may  give  you  some  examples  of  what  has  oc- 
curred, of  course,  with  the  community  block  grant  in  San  Antonio 
in  the  categorical  programs  to  carry  out  such  things  as  some  plight 
elimination,  the  city  was  receiving  $40  million  annually.  The  com- 
munis development  block  grant,  which  would  hold  the  city  harm- 
less— $18  million  for  the  same  work.  It  has  eroded  to  the  point  of 
approximately  46  percent  less  money  and  buying  power. 

We  started  with  nine  target  areas  with  that  original  amount  of 
money.  We  now  have  28  target  areas  because  of  the  need  and 
demand  of  the  citizens,  with  the  same  amount. 

Mr.  ScHUMER.  I  take  it  what  you  are  sa3dng  is  as  good  an  idea  as 
this  is,  given  it  is  not  an  existing  need  such  as  rebuilding  roads,  if 
there  weren't  some  separate  funding  for  this  program,  in  aU  likeli- 
hood most  localities  in  this  country  it  just  wouldn't  happen,  be- 
cause it  would  be  squeezed  out  by  other  traditional  needs  that 
might  not  spend  the  dollars  as  wisely  there  and  are  going  to  be 
used,  and  no  one  has  room  for  innovation  these  days. 

Is  that  a  fair  statement? 

Mr.  Martin.  Yes. 

Mr.  ScHUMER.  All  the  witnesses  seem  to  be  shaking  their  heads 
yes. 

Mr.  RoBBiNS.  I  would  like  to  add,  when  I  told  Mayor  Koch  of  my 
conversation  with  the  Secretary,  his  immediate  reaction  was  exact- 
ly what  other  speakers  have  said.  In  other  words,  he  said  it  won't 
work  because  they  are  cutting  us  back  now,  and  they  will  be  cut- 
ting us  back  more,  and  we  won't  have  the  money.  And  he  said  if 
we  don't  have  it,  nobody  else  will  have  it  anywhere  else. 

I  think  that  is  a  fair  statement.  He  was  a  little  more  colorful 
about  it  What  he  said,  I  guess,  was  that  is  our  money  and  we  have 
to  decide  how  we  can  best  use  it. 

Mr.  GLEmniAN.  The  other  aspect  of  it.  Congressman,  is  the  fact 
we  try  to  use  the  CDBG  funds  as  much  as  we  can  for  the  low- 
income  population.  Obviously,  this  program  is  broader  than  that. 
So»  therefore,  it  would  again  face  I  think  tough  competition. 

There  are  so  many  survival  issues  involved  in  housing  people  of 
low  income  that  it  is  difficult  to  redirect  those  funds.  So  I  think  a 
separate  pool  is  really  essential. 

Mr.  ScHUMER.  My  final  question,  which  I  will  ask  of  the  next 
panel  as  well— but  certainly  in  New  York  City  and  San  Antonio-— I 
was  very  interested  to  learn  of  the  sroup  in  San  Antonio.  They  are 
indigenous  neighborhood  groups  that  have  the  experience  and 
strength  and  wherewithall  to  put  a  program  like  this  together. 
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I  said  before  one  of  the  values  of  this  program  is  really  political, 
people  working  together  on  a  project  to  benefit  themselves  and 
their  community.  Is  it  fair  to  say  you  think  such  groups  exist  in 
many,  many  other  cities  that  could  carry  the  burden?  Because  they 
do  have  to.  The  Fed  can't,  though  it  would  provide  the  subsidy  to 
get  you  over  the  top. 

Mr.  Gbcan.  We  know  at  least  15  other  cities  that  can  do  this,  be> 
cause  we  have  East  Brooklyn  churches  type  organizations  there, 
other  organizations.  They  are  doing  msgor  things  right  now;  suc- 
ceeding in  other  things  right  now  and  would  be  in  a  position  to 
take  advantage  of  a  Nehemiah  approach. 

Mr.  ScHUMER.  Do  you  think  it  might  stimulate  other  groups  in 
cities  that  do  not  now  have  them  to  form,  or  is  that  too  idealistic? 

Mr.  Gecan.  No;  I  think  it  provides  the  incentive  for  the  right 
kind  of  organization. 

Mr.  RoBBiNS.  The  bill  is  ideally  drafted  for  that.  That  is  exactly 
correct.  It  is  in  the  bill.  It  will  give  just  the  right  encouragement 
Then  it  is  up  to  all  of  us  Americans  to  make  sure  it  is  done  respon- 
sibly. 

We  are  not  going  to  be  there  in  every  case.  That  is  the  same 
problem  we  have  in  every  government  program. 

Mr.  ScHUMER.  That  is  indeed  the  idea  of  the  bill. 

Mr.  Gecan.  It  is  not  just  an  ownership  concept  in  the  terms  of 
owning  our  own  home,  but  in  pride  in  the  place  in  which  you  live. 
The  people  here  today  from  Brooklyn,  Mainland,  California,  Texas 
have  a  high  degree  of  ownership  over  their  communities.  That  is 
why  they  are  here. 

Mr.  ScHUMER.  Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you. 

Mr.  McKinney. 

Mr.  McKinney.  I  will  be  very  brief. 

I  apologize  for  the  fact  I  have  had  to  be  in  and  out  all  morning, 
but  I  would  like  to  follow  Mr.  Bartlett's  idea  for  a  while. 

One  of  the  things  I  want  in  this  legislation  is  the  fact  that  the 
community  can  build  a  house  that  is  acceptable  to  the  community 
and  acceptable  to  the  State  financing  oi^anization  and  have  the 
government  accept  it.  In  fact,  in  Connecticut  it  would  be  the  Con- 
necticut Housing  Finance  Authority,  CHFA.  If  CHFA  is  willing  to 
put  the  first  mortgage  money  out,  the  Federal  Government  d^ould 
be  willing  to  go  along  with  the  second. 

I  live  in  this  terrible  fear  that  we  end  up  with  the  Government 
saying  they  must  be  red  brick,  two  stories  high,  20  feet  wide,  with 
white  shutters,  such  and  such  grade  of  plastic,  and  such  and  such  a 
grade  of  fencing  in  the  back.  I  have  seen  this. 

I  dedicated  a  housing  project  in  1976  that  had  gone  through  four 
Congressmen  in  my  district  before  me,  and  taken  15  years  to  build. 
It  was  the  ideal  project.  I  got  so  irritated  I  decided  1  was  going  to 
check  this  thing  out.  Do  you  know,  gentlemen,  that  that  pngect 
had  been  on  380  different  desks;  its  plans  redrawn  4  or  6  times?  I^ 
the  time  inflation  took  its  toll,  it  was  30  percent  smaller  than  it 
was  meant  to  be. 

I  never  understood  why,  in  fact,  you  can't  turn  around  and  have 
the  State  financing  authority  certificate  that  this  structure  is  in 
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fact  so  many  square  feet  and  lives  up  to  the  building  code,  and  they 
have  found  it  mortgageable.  I  never  understood  the  bureaucracy. 

I  am  doing  one  now — 248  units  of  townhouses,  to  replace  about  6 
of  the  world's  poorest  highrises  you  have  ever  seen  in  your  life. 
That  is  a  State-Federal  project.  We  are  in  our  ninth  year  of  fussing 
with  this  thing,  and  we  just  hit  the  shuffles.  In  the  meantime,  the 
tenants  in  the  towers  are  going  down,  down,  down.  The  elevators 
don't  work;  the  water  doesn't  work;  sewage  leaks  out. 

All  we  are  doing  is  looking  at  architectural  renderings.  I  said, 
look,  we  decided  980  square  feet  per  townhouse,  code  construction. 
Just  do  it. 

I  think  that  is  the  beauty  of  Nehemiah.  Baltimore,  Mr.  Mitchell's 
city,  is  a  perfect  example.  They  have  got  one  of  the  best  mayors  in 
the  United  States  of  America,  frankly,  next  to  my  friend  from  New 
York.  Baltimore  is  perfectly  capable  of  deciding,  yes,  this  building 
is  acceptable  to  us  and  our  citizens,  and  let's  cut  about  6  years  out 
of  this  garbage. 

Where  would  Mr.  Levitt  have  gotten  after  World  War  II,  as  you 
say?  I  don't  want  to  overemphasize  the  point.  We  will  find  the 
money.  There  is  lots  of  money  lying  around  in  this  HUD  bill,  and 
there  are  things  we  can  do.  But  I  want  it  kept  somewhat  on  faith. 

I  spent  most  of  my  college  career,  Mr.  Chairman,  writing  long 
treatises  on  how  you  could  never  trust  a  mayor.  You  had  to  have 
an  authority  for  this  and  a  commission  for  that.  I  should  have  had 
my  brains  blown  out  before  I  joined  that  crowd  and  got  us  into  this 
position  where  every  single  thing  has  to  be  "i'd"  and  "t'd"  and 
dotted,  and  so  on. 

I  want  one  today  to  really  take  a  housing  project  of  mediuim  size 
and  cost  out  what  the  cost  was  of  not  only  the  delay  and  redtape, 
but  shuffling  of  papers  and  so  on — not  to  mention  inflation  or  dete- 
rioration— and  then  get  into  the  human  scale.  What  happens  to 
somebody  who  is  in  a  neighborhood  waiting  for  the  change? 

I  think  this  program,  Mr.  Chairman,  is  excellent  because  not 
only  does  it  give  the  community  a  chance — as  we  have  discussed  aU 
day  long — but  it  gives  us  a  chance  to  do  something.  There  are 
many  of  us  that  aren't  going  to  live  to  see  anything  built,  the  way 
we  take  our  time  now. 

Thank  you. 

Chairman  Gonzalez.  Thank  you. 

One  thing  before  you  break  up,  that  the  record  should  reflect,  be- 
cause of  Mr.  Bartlett's  allusion  to  redtape  and  the  like  of  the  Fed- 
eral Government,  and  the  statements  by  Mr.  Robbins  and  Mr. 
Gleidman  of  quick  payouts.  We  can  write  the  law  the  best  way  pos- 
sible. Obviously,  Mr.  Martin  and  other  administrators  throughout 
the  country  have  been  able  to  make  very  innovative  use  of  CDBG 
moneys,  despite  whatever  regulations. 

But  we  must  remember  the  mechanics  of  the  actual  pajdng  out 
process  which  is  not  being  governed  or  determined  by  the  adminis- 
trators at  HUD,  but  rather  by  OMB.  0MB  is  not  about,  under  the 
present  circumstances,  going  to  provide  quick  pavouts  because  they 
want  to  dribble  the  money  out  in  the  name  of  cutting  down.  So 
that  is  the  main  reason,  sir. 
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We  can  talk  all  we  want  about  FHA  and  all  that,  but  when  it 
comes  to  the  mechanics  of  paying  out,  those  are  determined  by 
0MB,  particularly  under  this  administration. 

Mr.  RoBBiNS.  May  I  suggest,  Mr.  Chcdrman,  you  consider  provid- 
ing that  as  a  contractual  obligation  as  a  second  mortgage,  just  as 
Mr.  Bartlett  suggested;  that  when  you  have  a  first  mortgage  and 
you  have  got— you  are  taking  a  subordinate  position,  vou  are 
taking  a  second  mortgage  position,  it  goes  with  the  first.  I  don't  see 
too  much  trouble  with  that. 

Mr.  Bartlett.  If  the  ch€urman  would  jdeld. 

Chairman  Gonzalez.  That  is  true;  you  can  do  it,  a  third  layer. 
But  you  still  must  remember  that  whether  you  get  pcdd  immediate- 
ly or  within  a  reasonable  amount  of  time,  so  you  can  pay  your  con- 
tractor, it  is  not  determined  on  that  level.  Rather,  it  is  being  deter^ 
mined  by  the  0MB  mechanics  that  are  set;  that  whether  you  have 
a  first,  second,  or  third  mortgage  arrangement,  and  whether  the 
Administrator  of  HUD  has  S€dd  absolutely  we  want  you  to  go  on, 
you  are  cleared  and  we  authorize  payment — they  can  say  we  au- 
thorize payment  right  here  and  now,  but  it  is  not  going  to  be  done 
until  0MB  determines  the  time  and  manner. 

Mr.  Bartlett.  If  the  Chcdr  would  jdeld  briefly.  I  am  not  tiying  to 
prolong  this,  but  the  gentleman  from  New  York  and  I  were  diacuss- 
ing  earlier,  what  we  can  put  in  this  bill.  If  in  this  bill  we  require 
minimum  HUD  property  standards  be  set,  well  then  you  are  going 
to  add  to  your  costs  and  you  are  going  to  add  to  your  time.  It  is  not 
the  fault  of  0MB  or  the  administration;  it  would  be  the  fault  of 
this  committee. 

So  I  think  the  gentleman,  the  Chcdrman,  is  correct;  that  there 
are  administrative  snafus  and  time  delays  and  such.  But  I  think 
this  Congress  ought  to  write  the  statute  the  way  we  intended, 
which  is  to  eliminate  that. 

Mr.  ScHUMER.  If  the  gentleman  would  yield. 

I  mean,  I  am  certainly  open  to  suggestion  that  we  replace  HUD 
property  standards  with  local  property  standards  and  let  the  locali- 
ty set  them.  We  can  certainly  discuss  ways  of  doing  that. 

Mr.  Bartlett.  Thank  you. 

Mr.  ScHUMER.  That  is  hardly,  as  they  say— what  do  they  call 
it? — a  show  stopper. 

Chairman  Gonzalez.  Thank  you  very  much,  gentlemen. 

Our  next  panel  is:  Ms.  Helen  Ayala,  Communities  Organized  for 
Public  Service,  San  Antonio,  TX;  Ms.  Jan  Wilbur,  The  Metropoli- 
tan Organization,  Houston,  TX;  Mr.  Gary  Rodwell,  The  Build  Ghrga- 
nization,  Baltimore,  MD;  and  Ms.  Grace  Trejo,  South  Central  Orga- 
nizing Committee,  Los  Angeles,  CA. 

Ms.  Ayala. 

STATEMENT  OF  HELEN  AYALA,  PRESIDENT,  COMMUNITIES 
ORGANIZED  FOR  PUBLIC  SERVICE,  SAN  ANTONIO,  TX 

Ms.  Ayala.  Thank  vou,  Mr.  Chairman.  I  bring  you  greetings 
from  San  Antonio — and  members  of  the  subcommittee. 

I  am  Helen  Ayala,  president  of  Communities  Organized  for 
Public  Service— COPS.  I  represent  90,000  families  in  San  Antonio. 
We  are  also  affiliated  with  other  organizations  in  Texas — ^TMO, 
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ACT  in  Fort  Wcxth,  El  Peso  in  El  Pteo,  Metrapolitaai  AUiaiioe  in 
San  Antonio,  East  Side  AlliaDoe,  and  abo  VwSkey  Intofiutli,  oiga- 
nised  in  a  four-oounty  area  in  the  vall^,  the  Rio  (kande. 

In  San  Antcnio,  we  hai?e  a  12-year  hislniy.  Tliai  has  been  a  luEto- 
ly  in  success  in  assuring  the  pvdilic  monqpa  apent  are  apent  ij^it. 
Tliat  nieans  addressing  Uie  infrastructure  of  the  inner  dtiea. 

As  Mr.  Martin  has  testified,  we  have  wuikad  at  iwrtting  in  pro- 
grams, some  of  them  ccmceming  CDBG  and  refenne  dialing.  We 
have  also  been  involved  in  the  ca|Mtal  budget  of  the  city  of  San  An- 
tonia  As  an  oiganizatimL,  we  have  been  aUe  to  pot  over  $500  mil- 
Ikm  into  our  conmiunities  because  we  brieve  the  uMMMSjh  that  are 
there  should  be  used  for  what  they  w«ne  intended.  Tliat  means  that 
we  have  practically  rrimilt  our  communitaes.  putting  in  streets, 
drainage,  parks,  libraries,  and  housing,  which  is  critical  to  our  com- 
munities. 

Our  families  have  invested  in  San  Antonia  Tliat  means  in  any 
inner-dty  area  in  the  Nation,  the  people  who  have  been  there,  the 
inner-dty  communities  are  the  ooes  that  invested  in  the  city,  and 
it  enables  cities  to  grow.  So  there  is  a  reqxmsfliility  to  the  inner 
cities,  and  that  is  to  continue  sui^xniing  them  and  keeping  them 
viable. 

Tlie  COPS  oiganization,  in  its  12-year  histaiy,  has  had  a  tremoi- 
dous  record.  Last  year  in  Texas,  we  w&re  aUe  to  leverage  dianges 
in  education  by  pursuing  educational  reftnrm  in  terms  of  equitaUe 
financing.  We  are  involved  in  issues  that  affect  our  fiamilieB.  We 
are  organized  based  on  JudeoChnstian  values,  whi^  means  our 
families  are  affected  by  issues,  and  we  take  after  those  issues. 

The  development  of  leader^p  is  key  to  our  organiiati<»L  In  the 
past  12  years,  we  have  had  over  40,000  leaders  come  to  the  OOPS 
organization.  We  are  not  asking  for  handouts;  we  just  want  to 
ensure  that  the  moneys  there  are  used  prc^ierly.  And  we  are  also 
about  dignity  and  we  are  also  about  our  feith. 

The  issues  that  have  affected  our  families  have  been  that  oi  poor 
education.  We  have  addressed  that  through  the  Texas  Legislature, 
Also,  the  issue  on  housing  is  very  key  to  our  fiamilies. 

I  was  involved  personally  in  a  youth  retreat  this  summer.  The 
questions  to  them  were  those  questions  on  what  a£fects  your  life. 
Several  of  the  youth  said,  "If  we  could  only  stay  in  one  place — ^we 
rent  homes.  I  have  never  been  able  to  build  relati<mdiips  with 
other  friends  because  when  I  am  just  about  getting  started  and  set- 
tled in  school  we  have  to  move.  I  have  been  m  five  different 
schools,  and  I  am  only  a  tenth  grader." 

Before  I  came,  my  organization,  the  leaders  in  the  organization, 
entrusted  to  me:  ''You  be  sure  and  tell  them  what  we  need."  We 
need  housing  so  desperately.  We  want  to  be  able  to  ei\joy  our  fami- 
lies again. 

In  public  housing,  there  are  situations  where  if  your  chi  18 

years  old,  they  are  asked  to  leave.  Where  do  you  i  io-: 

old  who  wants  to  go  to  school  but  has  to  move  out  oi  i.      h< 
cause  he  is  18?  There  is  a  young  woman  who  said,  'T,       i  i 

to  live  anywhere  else,  but  I  have  to  rent.  And  I  have  i      tu 

for  many  years.''  And  I  have  known  her  for  35  years,  o  s,    - 

have  been  tr3ring  to  buy  a  house,  but  now  I  can't  even         u      ** 
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It  is  a  dream,  as  Congressman  Gonzalez  indicated.  But  now  it  is 
an  unafTordable  dream. 

So  I  am  here  todav  representing  the  COPS  organization,  but  also 
speaking  for  the  Mexican-American  conmiunity  in  Texas.  There 
are  areas  in  the  valley  that  need  housing.  The  valley  has  suffered 
tremendously;  they  have  had  double-digit  unemplojrment  What 
hope  do  those  people  have?  They  certainly  need  housing.  There  are 
areas  out  there  that  are  not  even  being  serviced  by  water.  There 
are  problems  in  El  Paso  and  in  Houston,  and  Ms.  Wilbur  will  ad- 
dress those. 

We  are  here  to  address  the  Nehemiah  plan,  because  we  have 
seen  it  work.  It  works.  So  we  are  not  here  to  propose  ''pie  in  the 
sky"  sort  of  dreams.  We  are  here  with  a  concrete  plan  that  has 
been  devised  b^  leaders  in  those  communities.  So,  in  Texas  we  have 
organizations  m  place  who  have  a  track  record  of  responsibility, 
and  we  also  have  efforts  in  our  own  communities  of  putting 
moneys  together  from  our  churches. 

The  provincial  from  the  Congregation  of  the  Immaculate  Heart 
of  Mary  is  here  today.  The  congregation  has  conmiitted  $160,000  as 
seed  monev  for  COPS  in  Scm  Antonio  to  build  an  equity  ftind,  as 
these  Brooklyn  churches  did.  So  we  are  here  to  support  it.  We  need 
it.  As  an  organization,  we  are  willing  to  work  for  it. 

Mr.  Martm  was  here.  We  have  worked  with  them  in  doing  target 
housing  areas.  But  that  is  piecemeal — and  it  is  through  block  grant 
moneys,  but  it  is  not  enough. 

We  invested  in  the  city  and  in  this  country,  and  we  want  to  con- 
tinue to  do  that.  But  we  shouldn't  be  X'd  off  the  map  and  told 
"You  don't  exist."  We  do  exist,  and  we  have  a  lot  to  contribute. 

Thank  you  very  much. 

Ch€drman  Gonzalez.  Thank  you  very  much.  You  have  been 
modest  in  your  presentation. 

Some  of  the  areas  in  which  the  land  was  first  acquired  some  16 
years  ago  under  the  old  urban  renewal  have  now  begun  to  blossom 
under  UDAG,  and  the  housing  particularly  in  the  project  Ma^rbe 
we  say  30  families  does  not  mean  much,  but  it  means  everythmg. 
Instead  of  iust  throwing  them  out,  with  the  invaluable  help  m 
COPS  that  housing  portion  of  that  particular  plan  has  worked  out 
But  it  took  the  grassroots  level,  which  some  of  us  35,  40  years  ago 
had  almost  given  up  the  hope  of  happening — have  been  oveijoyed 
to  see  it  happen. 

Also,  the  fact  thatgreat  leculers  like  Archbishop  Lucey  and  now 
Archbishop  Patrick  Fibres  have  been  so  instrumental.  Rcttdlv  at  the 
beginning  of  COPS,  the  initial  meeting,  the  Archbishop  Luoot— 
may  his  soul  rest  in  peace — was  the  one  who  announced  the  full 
support  of  the  church.  I  think  that  the  record  ought  to  reflect  that 

I  know  that  Ms.  Ayala  was  tr3ring  to  be  very  brief,  but  in  all  fair- 
ness San  Antonio  has  been  very  fortunate  in  having  this  kind  of 
dedication  on  the  part  of  just  plain  average  citizens  like  herself. 

Thank  you  very  much  for  traveling  all  the  way  up  here  to  be 
with  us,  Ms.  Ayala. 

Ms.  Ayala.  Thank  you,  Congressman. 

We  also  need  to  recognize  that  you  were  very  instrumental  in 
that  plan;  in  acquiring  a  UDAG.  It  is  a  model  of  what  can  be  done. 
It  is  a  mix  of  commercial  and  industrial  development,  but  also  a 
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housing  component.  That  cause — that  was  the  most  dense  area  in 
San  Antonio.  There  were  over  500  people  who  were  displaced.  But 
they  were  placed  through  Mr.  Martin's  agency  that  he  works  for. 
And  they  weren't  just  thrown  out — they  were  placed  in  other 
areas,  and  a  lot  of  them  will  be  returning  into  brand-new  homes 
that  were  made  possible  through  that  UDAG. 

Chairman  Gonzalez.  Thank  you  very  much. 

We  next  recognize  Ms.  Jan  Wilbur,  the  Metropolitan  Organiza- 
tion of  Houston,  TX. 

Thank  you  very  much,  Ms.  Wilbur,  for  being  with  us. 

STATEMENT  OF  JAN  WILBUR,  PRESIDENT,  THE  METROPOLITAN 
ORGANIZATION,  HOUSTON,  TX 

Ms.  Wdlbur.  Thank  you  very  much.  Congressman. 

I  am  Jan  Wilbur,  president  of  The  Metropolitan  Organization, 
TMO,  in  Houston.  TMO  is  a  sister  organization  to  the  groups  repre- 
sented here,  as  well  as  other  groups  not  represented  here  today. 
And  we  are  pleased  to  be  here  today. 

TMO  and  Houston— I  think  I  would  like  to  focus  on  some  of  the 
ways  that  we  are  different  from  the  Nehemiah  project  and  some  of 
the  ways  that  have  been  talked  about  today.  But  before  that,  I 
would  Uke  to  kind  of  give  you  a  flavor.  I  know  you.  Congressman, 
and  Congressman  Bsullett  probably  know  Houston.  But  for  some  of 
the  others,  perhaps  a  little  lesson  in  geography,  if  you  will. 

The  size  of  Houston,  we  could  put  Cleveland,  Pittsburgh,  Wash- 
ington, DC,  Baltimore  within  the  city  limits  of  Houston  and  still 
have  room  leftover  for  Providence,  Rhode  Island  and  a  few  other 
cities,  which  means  that  rather  than  having  an  inner  city  we  have 
several  inner  cities.  We  have  pockets  that  can  benefit  from  a  plan 
like  the  Nehemiah  plan. 

The  other  thing  I  think  that  is  important  probably  to  keep  in 
mind  is  that,  just  as  poverty  is  no  respecter  of  rights,  so  the  need 
for  housing  is  no  respecter  of  rights.  TMO,  for  example,  is  a  tri- 
group  organization.  We  have  churches  in  predominantly  black 
areas  of  the  city,  predominantly  Hispanic  and  in  white  areas.  We 
have  churches  in  the  inner  city  in  relatively  low  income.  We  have 
churches  in  moderate  income  areas. 

What  we  are  hearing  in  Houston  is  that  there  is  a  pent-up 
demand  for  the  tjrpe  of  housing  we  are  talking  about,  for  affordable 
housing.  Now  thiis  is  in  spite  of  the  fact  that  we  also  hear  that  the 
housing  market  in  Houston  is  soft;  we  overbuilt  single-family  and 
multifamily  dwellings.  But  the  problem  is,  the  reason  it  is  soft,  the 
reason  those  homes  are  still  unsold  is  because  nobody  can  afford  to 
buy  them.  The  people  that  are  in  the  market  to  buy  the  homes 
can't  afford  to  buy  the  ones  that  £u-e  on  the  market. 

We  have,  since  we  are  not  experts  in  building  and  so  forth,  put 
together  an  advisory  group.  We  are  starting — about  6  months  ago, 
we  started  replicating  the  Nehemiah  plan  for  Houston.  That  meant 
raising  money,  putting  together  our  own  versions  of  I.D.  Robbins — 
although  Mr.  Robbins  said  he  would  come  down  and  help  us,  as 
well — but  to  begin  to  see  how  we  can  provide  that  kind  of  housing 
in  Houston.  And  the  builders  tell  us  that  really  in  Houston,  the 
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builders  cannot  build  the  kind  of  homes  for  the  price  we  are  talk- 
ing about  without  the  kinds  of  things  we  are  able  to  do. 

Raising  the  money— we  have  raised  over  $800»000  toward  our 
goal  of  $3  million,  and  to  use  as  the  interim  financing.  Somebody 
mentioned  they  didn't  know  whether  churches  across  the  country 
would  do  this.  I  can  tell  you,  churches  and  religious  bodies  in  Hous- 
ton, Texas  are  willing  to  do  this.  We  have  raised  this  money.  We 
are  looking  for  property  to  purchase.  We  don't  have  the  vacant 
land  that  we  can  get  at  no  cost. 

We  are  having  to  look  at  where  can  we  find  some  land  that  we 
can  factor  in  the  cost  into  a  house  that  can  be  purchased  by  a 
family  with  $18,000  to  $24,000  a  year  income?  It  is  difficult  putting 
those  pieces  together,  and  a  plan  like  the  Nehemiah  Housing  Op- 
portunity Act  would  give  us  a  much  needed  component  to  go  into 
providing  this  kind  of  housing  in  Houston. 

The  other  thing  I  think  is— this  has  been  mentioned  before  but  I 
want  to  stress  it  ag€dn — is  that  this  Nehemiah  Housing  Opportuni- 
ty Act  is  a  creative,  innovative  and  I  think  typicaUy  American  ap- 
proach to  solving  a  problem.  It  makes  the  best— it  would  make  the 
best  use  of  a  partnership  between  the  private  initiative  and  private 
dollars;  and  government  responsibility,  ability  to  respond,  again,  in 
dollars  as  well  as  otherwise. 

For  these  reasons,  we  would  like  to  conmiend  Congrefieman  Schu- 
mer  and  Congressman  McKinney  for  introducing  this  bill;  this 
committee  and  Mr.  Gonzalez  for  holding  these  hearings;  and  our 
own  Congressman  Mickey  Leland  for  coeponsoring  the  bill.  We 
would  urge  passage  and  would  do  anything  we  can  to  help  get  the 
bill  passed. 

Thank  you  very  much. 

Chairman  Gonzalez.  Thank  you,  Ms.  Wilbur. 

We  next  hear  from  Mr.  Gary  Rodwell  from  The  Build  Organiza- 
tion of  nearby  Baltimore. 

STATEMENT  OF  GARY  RODWELL,  PRESIDENT,  THE  BUILD 
ORGANIZATION,  BALTIMORE,  MD 

Mr.  Rodwell.  Thank  you,  Mr.  Chairman. 

Members  of  the  House  subcommittee,  members  of  EBC  and  our 
other  sister  organizations  from  around  the  countiy,  members  of  the 
media,  ladies  and  gentlemen:  My  name  is  Grary  Rodwell  and  I  am 
president  of  Build,  located  in  Baltimore,  MD. 

The  story  that  I  bring  you  from  Baltimore  is  a  familiar  story  to 
you.  It  is  a  story  that  you  have  heard  here  before  this  morning  be- 
cause it  is  the  story  of  most  urban  areas.  The  Baltimore  story  is 
about  a  city  that  hias  the  dubious  distinction  of  being  one  of  the 
poorest  major  cities.  It  is  a  story  of  48,000  people  waiting  on  a  list 
for  public  housing,  and  about  6,000  vacant  homes,  homes  that  are 
falling  into  disrepair  so  quickly  that  as  soon  as  we  rehabilitate  one, 
another  becomes  unlivable. 

It  is  a  story  in  which  our  vision  of  housing  is  a  bit  different,  be- 
cause we  don't  have  as  much  vacant  land  as  New  York.  And,  as 
you  have  heard  here  before  this  morning,  we  will  have  to  do  a  mix 
of  rehabilitating  and  new  construction  to  develop  our  dream  of 
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2,500  homes.  Nevertheless,  it  is  a  story  that  grows  out  of  the  same 
type  of  cynicism  that  faces  poor  people  throughout  the  country. 

But  as  I  am  sure  you  see  by  the  presentations  here  today,  we 
don't  come  to  you — even  though  the  best  political  judgment  has 
told  us  it  is  a  waste  of  time  to  try  to  get  this  bill  paissea  and  that 
no  one  in  power  really  cares  about  people  working  and  owning  a 
home  and  that  our  pleas  to  have  thils  bill  passed  will  fall  on  deaf 
ears,  we  won't  give  in  to  that  cynicism  be<^use  it  is  not  our  way. 

EBC  certainly  didn't.  If  they  had  listened  to  all  of  the  negative 
voices  in  New  York  telling  them  that  their  dream  was  unreal,  they 
couldn't  be  building  5,000  homes  today.  If  we  at  Build  had  listenea 
to  the  gloom  forecasters  in  Baltimore,  we  couldn't  have  gotten 
mortgages  for  our  families  and  better  school  supplies  for  our  chil- 
dren and  moved  our  ideas  as  far  as  we  have.  For  we  are  people  of 
vision. 

We  don't  come  here  today  looking  at  you  as  Republicans  or 
Democrats.  We  come  here  looking  at  you  people  as  people  of  good 
will.  In  this  room  is  the  best  of  what  our  country  has  to  offer. 

Qiurches  of  mixed  racial  background,  builders  who  will  put  their 
time  and  effort  to  see  that  this  dream  will  come  true,  and  people  of 
good  will,  we  are  people  that  are  organized  around  ideals  and 
ideas.  In  this  case,  the  ideal  is  the  American  ideal  that  says  if  you 
work  hard,  you  can  own  a  home  and  raise  your  family  in  a  decent 
conmiunity.  The  idea  in  this  case  is  the  Nehemiah  plan,  a  simple 
but  pragmatic  plan  which  combines  private  sector  money  with 
public  sector  support.  And  the  idea  has  worked. 

This  is  our  vision.  This  is  the  way  we  organize.  We  have  pre- 
vailed before,  and  we  shall  continue  to  prevcdl  by  working  with 
people  of  good  will  who,  when  presented  with  a  plan,  will  do  the 
right  thing. 

So  we  challenge  you  today  to  join  the  vision,  to  take  the  opportu- 
nity to  help  us  turn  around  the  inner  cities,  to  take  the  opportimi- 
ty  to  make  the  dream  of  Nehemiah  become  a  reality  across  the 
country.  We  think  you  will  join  us. 

Thank  you. 

Mr.  MrrcHELL.  Mr.  Chairman? 

Chairman  Gonzalez.  Thank  you  very  much  for  a  most  eloquent 
statement. 

I  apologize  to  my  colleague.  Representative  Mitchell,  because 
what  I  usually  do  when  a  Member  is  present,  I  usually  have  them 
introduce  a  constituent  or  neighbor.  In  tiiis  case,  I  apologize.  But  I 
request  that  you  reintroduce  Mr.  Rodwell. 

Mr.  MrrcHELL.  No,  indeed.  I  have  no  intention  of  doing  that.  I 
just  wanted  to  indicate  we  are  going  to  have  a  Nehemiah  plan  in 
Baltimore. 

Mr.  Rodwell.  Oh,  yes,  we  are. 

Mr.  MrrcHELL.  Not  so  much  because  of  me,  but  because  of  Bill. 

What  time  were  you  in  my  office  yesterday  morning? 

Mr.  Rodwell.  9:30. 

Mr.  MrrcHELL.  Indefatigable  workers.  Even  if  I  didn't  v     it  Nehe- 
miah, they  would  work  me  to  death  to  get  it.  So  I  want  lo       3licly 
thank  Bill  for  the  magnificent  contribution  made  to  t!     uty- 
thom  in  the  side  of  some  people,  but  that  is  the  way  y(  tmnj 

done.  Not  universally  loved  by  all  those  in  Baltimore,      u  u     f 
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getting  things  done.  And  we  will  celebrate  the  first  Nehemiah 
house  together. 

Mr.  RoDWELL.  I  would  like  to  take  a  moment  to  publicly  thank 
Congressman  Mitchell  for  his  support^  because  he  has  be^  there 
for  us  since  the  genesis  of  Build,  and  is  certainly  a  Build  member. 

Mr.  MrrcHELL.  Thank  you. 

Chairman  Gonzalez.  Thank  you  very  much. 

We  have  one  more  witness.  My  paper  shows  your  last  name  as  T- 
r-e-j-o,  but  the  little  card  in  front  of  you  has  T-r-e-g-o. 

Ms.  Trejo.  It  is  j-o  on  this  side,  and  it  is  correct. 

Chairman  Gonzalez.  I  don't  know  why  they  did  that  to  me. 

See  what  I  mean? 

But  I  was  not  going  to  introduce  you  as  Trego. 

We  have  Ms.  Grace  Trejo  from  South  Central  Organizing  Com- 
mittee of  Los  Angeles,  CA.  Thank  you  very  much  for  coming  across 
the  continent  to  be  with  us. 

STATEMENT  OF  GRACE  TREJO,  SOUTH  CENTRAL  ORGANIZING 
COMMITTEE,  LOS  ANGELES,  CA 

Ms.  Trejo.  Thank  you,  Mr.  Chcdrman,  honorable  members  of  the 
committee,  and  members  of  EBC.  I  consider  this  a  great  opportuni- 
ty to  have  traveled  all  these  miles  to  come  to  Washington. 

I  am  here  to  represent  South  Central  and  UNO,  our  sister  orga- 
nization in  east  Los  Angeles.  Together  these  organizations  repre- 
sent approximately  128  family  units,  primarily  blacks  and  Hispan- 
ics,  in  the  inner  city  of  Los  Angeles.  These  two  organizations  nave 
been  very,  very  involved  in  clmnging  the  face  of  Los  Angeles. 

We  have  looked  at  the  Nehemiah  plan  as  an  answer  to  the  ur- 
gency and  problem  that  exists  in  Los  Angeles.  Presently,  the  aver- 
age price  of  a  home  is  $140,000.  As  a  result,  thousancu  of  people 
are  being  priced  out  of  home  ownership.  Each  time  the  price  of 
homes  go  up  $10,000,  approximately  229  families  are  unable  to  ac- 
quire a  home. 

I  am  sure  you  are  all  aware  that  the  county  of  Los  Angeles  is 
quickly  becoming  the  new  ESlis  Island.  The  only  difTerence  is  that 
there  is  no  dream  on  the  part  of  these  newcomers  in  owning  a 
home.  Housing  is  of  such  urgent  need  that  the  vacanpy  rate  of 
apartment  units  is  a  little  bit  above  1  percent.  In  many  cases,  we 
have  more  than  four  members  of  a  family  living  in  one-bedroom 
apartments.  We  have  hard-workinff  families  who  oelieve  that  thev 
will  never  own  a  home.  That  is  why,  in  looking  at  the  Neheniiah 
plan,  we  are  so  excited  that  we  are  here  to  say  that  this  is  an 
answer  to  a  long-term  dream. 

In  the  city  of  Los  Angeles,  you  have  two  wganiiations  with  a 
track  record  and  existing  relationship  with  our  Mayor  Tom  Brad- 
ley. We  are  working  on  an  economic  development  program  which 
directly  addresses  housing  as  our  first  priority.  We  nave  subsidized 
housing  and  we  have  existing  programs,  but  they  are  tar  from  ade- 
quate at  this  present  time  in  addressing  the  overcrowding  and  the 
lack  of  ownership  that  exists  in  our  community.  And  we  are  not  as 
far  €dvanoed  as  New  York  and  Texas,  but  I  can  promise  you  that 
with  the  excitement  and  energy  we  intend  to  generate,  we  are  not 
too  far  from  doing  what  it  takes. 
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I  urge  the  Congress  in  its  wisdom  to  enact  the  Nehemiah  oppor- 
tunity plan  and  fulfill  the  dreams  of  thousands  of  families  in  the 
State  of  California. 

Thank  you. 

Chairman  Gonzalez.  Well,  thank  you  very  much,  Ms.  Trejo. 

I  will  yield  to  Mr.  Schumer  for  any  questions  or  statement  he 
may  wish  to  make  at  this  point. 

Let  me  explain  this:  Through  Mr.  Schumer's  great  leadership  on 
this  subconmiittee,  we  were  able  to  hear  of  such  a  thing  as  the  Ne- 
hemiah plan.  On  his  invitation,  we  went  to  the  jurisdiction  in 
Brooklyn.  He  offered  it.  And  we  were  honored  to  be  able  to  incorpo- 
rate it  in  what  we  call  H.R.  1,  which  is  the  basic  authorization 
housing  and  community  development  bill. 

Mr.  Schumer. 

Mr.-  ScHUBiER.  Thank  you,  Mr.  Chairman. 

At  the  risk  of  reiterating,  without  your  concern  and  leadership 
on  this  issue  we  wouldn't  be  here  today.  So  I  thank  you  for  always 
being  receptive  to  new  ideas  and  to  the  concept  that  Government  is 
there  to  help  people  who  need  the  help. 

I  first  thank  all  the  witnesses  for  coming  from  all  different  parts 
of  this  great  country  of  ours  to  be  here  today.  You  have  helped 
answer  a  question  that  I  had.  As  you  know,  I  have  put  a  lot  of  tune 
and  energy  into  this  bill. 

One  of  the  questions  is,  can  you  find  the  dynamism  that  I  have 
found  in  East  brookljm  churches  across  the  country?  And  you  have 
answered  that  with  a  yes.  But  let  me  ask  you  just  a  question. 

What  do  vou  think  is  the  greatest  stumbling  block— not  so  much 
in  terms  of  housing  itself,  which  in  this  committee  we  hear  so 
much  about— -but  in  terms  of  keeping  a  strong  and  vital  community 
organization  which  in  turn  makes  a  neighborhood  a  good  neighbor- 
hood and  gives  people  a  sense  of  belonging  and  of  hope  together? 

What  is  the  hardest  thing  keeping  your  organization  t^ether 
and  keeping  it  growing  and  thriving?  What  is  the  biggest  barrier? 

This  is  to  any  of  the  witnesses  who  would  like  to  answer  that,  or 
all  ci  the  witnesses. 

Ms.  Tr^o. 

Ms.  Trejo.  I  would  say  that  ownership  of  a  community  is  the 
first  criterion  for  having  a  vital  organization;  people  who  want  to 
invest  and  remain  within  that  community.  We  find  that  in  the  city 
of  Los  Angeles  people  are  there,  people  who  have  lived,  for  exam- 
ple»  in  Watts  for  years.  That  particular  community  is  so  obliterated 
that  something  has  to  happen. 

But,  first  of  all,  we  need  to  stabilize,  analyze  and  provide  a  home, 
roots  for  these  people.  And  then  we  will  have  the  dream  we  envi- 
sion today. 

Ms.  Ayala.  I  think  one  of  the  mcgor  stumbling  blocks  is,  you 
know,  we  believe  what  we  can  do.  We  know  from  the  communities 
that  we  are  very  capable  of  doing  whatever  we  set  our  minds  to 
doing.  It  is  the  other  people  who  are  not  there  who  don't  trust  for 
us  to  know  what  we  want  and  what  we  can  do. 

Bfr.  ScHUBiER.  Mr.  Rodwell. 

Bfr.  Rodwell.  I  would  say  that  in  Baltimore — and  I  am  sure  it  is 
not  unique  to  any  of  the  other  projects  throughout  the  country— 
that  the  greatest  stumbling  block  that  we  find  is  a  stumbling  block 
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that  is  not  just  unique  to  the  housing  situation,  but  that  is  the  bar- 
rier that  people  in  power  set  up  in  front  of  us.  This  housing  pro- 
gram, although  it  is  about  people  getting  and  owning  a  house,  is 
about  more  than  just  housing.  It  is  about  building  a  community.  It 
is  about  restabilizing  and  undergirding  our  family  values. 

People  in  power  understand  that  this  is  more  than  just  a  housing 
project.  So  thev  want  to  stop  it  at  its  inception,  just  Uke  the^  want 
to  stop  any  other  number  of  things  we  would  be  involved  m  that 
would  contribute  to  our  empowerment  process,  because  then  it 
means  that  some  people  who  may  not  look  like  you  or  who  may  not 
talk  exactly  like  you  have  the  opportunity  to  sit  at  the  table  and 
make  decisions  along  with  you  that  affect  their  lives. 

Mr.  ScHUMER.  Thank  you. 

Would  you  want  to  make  a  comment,  Ms.  Wilbur? 

Ms.  Wilbur.  I  would  just  add  to  that,  I  think  what  all  three  of 
the  people — they  have  named  an  issue,  a  part  of  it.  I  would  just 
like  to  add  to  that,  you  know,  in  addition  to  the  ownership  of  the 
community  is  the  feeling  a  part  of  it,  and  a  feeling  that — which  can 
be  built — that  you  have  a  relationship  with  the  other  people  in  the 
community  as  well  as  a  commitment  to  the  conmiunity,  not  only  to 
the  physical  but  to  the  people  there.  I  think  without  that,  then  the 
physician  can  deteriorate  to  the  point  where  it  is  no  longer  a  com- 
munity. 

Mr.  ScHUMER.  I  think  that  sums  it  all  up,  Mr.  Chairman. 

Chairman  Gonzalez.  Yes. 

I  wanted  to  say  that  earlier  this  week  we  had  witnesses  also  from 
diverse  points  speaking  about  the  Community  Reinvestment  Act 
and  the  companion  bill  which  was  the  Depository  Disclosure  Act.  I 
just  wish  they  could  be  here,  and  for  you  to  have  heard  them,  be- 
cause that  is  exactly  what  Ms.  Ayala  is  talking  about. 

What  they  were  able  to  do  through  these  two  acts  was  to  get  the 
bankers  in  that  community  that  weren't  serving  the  community  at 
all.  Why?  Because  they  feared  it.  They  feared  the  people.  Well, 
these  leaders,  through  these  two  acts,  were  able  to  go  and  say, 
"Hey,  look,  you  are  chartered  to  serve  a  public  need  and  conven- 
ience. Now  we  want  to  know  why  vou  are  not  investing  in  this 
community,  because  we  believe  it  is  tne  most  stable  investment  you 
can  make."  And  they  developed  plans  for  it  whereby  they  were 
able  to  have  allocation  of  credit.  Not  one  of  those  has  soured. 

But  the  very  day  before  they  testified,  we  heard  from  the  other 
side.  We  heard  from  the  big  mortgage  banker — insuring  people.  We 
heard  from  the  bankers.  They  were  saying,  hey,  we  thmk  that  that 
part  of  your  H.R.  1  where  you  are  asking  for  a  permanent  exten- 
sion of  the  Disclosure  Act  ought  to  be  done  away  with.  But  every 
one  of  these  people  said  if  we  didn't  have  that,  we  couldn't  have 
others;  the  Community  Reinvestment  Program  would  be  meaning- 
less. 

They  didn't  say  do  away  with  the  Conmiunity  Reinvestment  Pro- 
gram, because  they  had  no  statistics  to  show  that  any  investment 
made  by  any  of  the  financial  institutions  had  gone  sour. 

So  you  are  right.  Ms.  Ayala  has  hit  the  naU  on  the  hc»d,  and  so 
has  Mr.  Rodwell,  that  if  the  people  in  power— whether  it  is  politi- 
cal power,  social  power  or  money  power — ^will  just  have  a  litUe  bit 
of  faith  in  their  own  neighborhoods — and  that  doesn't  come  until 
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you  get  to  know  them— then  your  problems,  though  they  are  hard 
still,  can  be  overcome. 

The  question  Mr.  Schumer  was  askinff  was  very  interesting,  be- 
cause he  was  essentially  saying,  he^,  what  has  l>een  your  biggest 
obstacle  in  staying  together,  orsanizin^,  having  your  imtial  success- 
es, and  then  still  staying  togeuer  and  keeping  on?  Well,  we  know 
that  the  people  who  need  the  help  the  most — that  is,  say  in  the 
case  of  laoor,  those  that  need  the  labor  organization  the  most — are 
the  most  difficult  to  organize. 

In  these  areas,  we  are  expecting  people  who  are  beset  with  the 
very  problem  of  eking  out  an  existence  to  have  the  sophisticated 
knowledge  and  the  time  and  even  the  peace  of  mind  to  work  out 
intricate  onanizational  things.  This  is  the  tremendous  unwritten 
value  that  I  see  in  organizations  such  as  COPS,  such  as  the  Hous- 
ton effort,  and  the  Baltimore,  Los  Angeles  efforts. 

I  think  we  can  say  God  speed  in  all  your  endeavors.  And  we 
thank  you.  Because  presenting  yourself  here,  helping  us,  you  make 
it  possible  for  us  to  in  turn  try  to  reflect  some  response  to  your 
needs  from  this  level. 

I  would  be  remiss,  before  we  broke  up  this  morning,  not  to  intro- 
duce the  staff  director,  Mr.  McMurrav.  None  of  us  is  really  any 
much  better,  any  much  worse,  than  wnat  staffs  we  have  available. 
Mr.  McMurray  has  been  one  of  the  big  leaders.  He  puts  these  hear- 
ings together.  And,  of  course,  we  have  others,  such  as  our  legal 
counsel  who  works  out  the  intricacies,  and  just  how  we  can  phrase 
what  we  want  to  put  into  a  statute,  Ms.  Diane  Dorius.  We  have 
other  professional  staffs  like  Bonnie  Caldwell;  and  a  young  man 
from  oan  Antonio  that  I  always  introduce,  Valera,  but  his  name  is 
Valencia. 

I  am  going  to  ask  one  favor  and  your  indulgence.  I  would  like  for 
Mr.  Torres  or  Mrs.  Torres  to  please  introduce  those  lovely  children 
that  have  been  so  wonderful. 

We  want  to  have  them  on  the  record,  if  you  will  please  introduce 
them  by  name  and  their  age  and  what  grade  they  are  in  in  school 

We  have  another  young  man  over  there.  I  don't  want  to  intro- 
duce him  as  a  Torres,  but  I  believe  it  is  Ms.  Goffe's  son.  We  would 
like  for  you  to  do  the  same  thing. 

I  think  you  have  another  one.  There,  OK. 

Bfr.  ToRHES.  I  have  the  pleasure  to  introduce  our  children.  I  will 
let  them  speak  for  themselves. 

Miss  Clara  Torhes.  My  name  is  Clara  Torres  and  I  go  to  school, 
PJS.  139. 1  am  in  second  grade.  I  am  7  years— I  am  8  years  old. 

Miss  Kristin  Torres.  My  name  is  Kristin  Torres.  I  am  in  P.S. 
139  Annex  in  sixth  grade,  and  I  am  12  vears  old. 

Master  Torres.  My  name  is  Edward  Torres.  I  am  in  school  P.S. 
139. 1  am  age  8  and  in  fourth  grade. 

Master  Gk>ffe.  My  name  is  Joseph  Goffe.  I  am  8  years  of  age  and 
I  am  in  P.S.  174. 1  am  in  third  grade. 

Blaster  Goffe.  My  name  is  Peter  Goffe  and  I  am  in  P.S.  13. 1  am 
9  yean  old  and  I  am  in  fourtii  grade. 

Master  Goffe.  My  name  is  Armel  Goffe.  I  am  10  years  old.  I  am 
in  P.S.  174  and  I  am  in  fifth  smde. 

Chairman  Gonzalez.  Chucx,  you  guys  better  look  out  here. 

Bfr.  Schumer.  Glad  the  age  is  18. 
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Ch€drman  Gonzalez.  Yes.  Major  Owens. 

Well,  unless  the  witnesses  have  an  additional  statement  they 
wish  to  make,  or  some  question  to  direct  to  us,  we  will  acUoum 
until  2  p.m.  instead  of  1:30,  2  p.m.  this  afternoon  in  this  hearing 
room. 

[Whereupon,  at  12:55  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.,  the  same  day.] 

AFTERNOON  SESSION 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order. 

This  afternoon  the  subcommittee  will  be  hearing  from  a  very  dis- 
tinguished panel  of  academics  and  scholars  who  will  present  their 
views  on  the  Federal  role  in  housing. 

As  I  have  mentioned  throughout  the  last  4  weeks  of  our  subcom- 
mittee hearings,  federally  assisted  housing  programs,  such  as  sec- 
tion 8  existing,  section  8  moderate  rehabilitation,  public  housing 
and  other  assisted  housing  programs  are  undergoing  a  most  vitriol- 
ic assault  on  their  existence  by  this  administration. 

The  Reagan  Administration  plans  to  zero  out  all  assisted  housing 
programs  in  fiscal  year  1986.  As  the  Secretary  put  it  yesterday, 
they  are  seeking  a  moratorium  for  2  years,  while  my  bill  H.R  1, 
the  Housing  Act  of  1985,  attempts  to  provide  a  glimmer,  and  I  say 
that  advisedly,  of  hope. 

I  offer  these  bills  as  a  personal  compromise  because  having  gone 
to  he£u*ings  throughout  the  country  and  seeing  what  is  correctly  as- 
sessed need  emerging  from  the  country,  throughout,  what  I  have  in 
H.R.  1  would  be  minimal. 

But  I  offer  it,  and  even  in  offering  it  this  way  it  is  being  attacked 
not  on  the  basis  of  merit  or  demerit,  but  on  the  basis  of  budgetary 
constr€dnt. 

As  I  said,  the  administration,  as  of  yesterday,  officially  through 
the  Secretary  of  HUD,  has  stated  its  enthusiasm  to  not  reaffirm 
these  programs,  certainly  not  fund,  and  provide  a  moratorium  of  2 
years. 

Although  the  levels  of  budget  authority  and  assisted  units  Are 
very  modest  in  H.R.  1,  they  do  strike  a  sharp  contrast  with  the 
President's  presentation  because  obviously  anything  above  zero  is 
something. 

I  have  called  this  distinguished  panel  together  today  to  comment 
on  H.R.  1,  the  Housing  Act  of  1985,  the  proposal  to  sell  off  public 
housing  stock  and  to  ask  for  their  general  views  on  federally  assist- 
ed housing  programs. 

I  want  to  say  to  the  panel  that  we  are  very  grateful  that  you  re- 
sponded and  are  here,  and  that  some  of  the  members  of  the  sub- 
committee will  be  coming  in. 

Many  are  not  here  but  everybody  will  have  a  copy  of  your  testi- 
mony and  you  may  have  some  questions  submitted  to  you  in  writ- 
ing as  soon  as  they  have  read  your  testimony.  If  there  is  no  objec- 
tion from  the  panel  it  is  our  intention  to  recognize  the  panel  in  the 
order  we  have  them  listed  here  and  in  the  order  that  I  wanted  to 
introduce. 
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Dr.  CbeBter  Hartman,  a  Mkm  in  the  Institiite  fbr  Pdipy  Studies 
here  in  WashingUm,  DC. 

UnksB  there  is  scMne  reason  any  otho*  membar  must  leave,  as 
quiddy  as  possible  tbai  I  will  recognise  Dr.  Hartman. 

STATBHENT  OF  CHESTER  HABTMAN,  FELLOW,  INSITTOTE  FOR 

POUCY  STUDIES 

Bfr.  HAsniAN.  Tliank  you,  Mr.  Chairman. 

I  will  read  a  short  statement.  There  is  an  attadmient  whidi  is 
partof  it»  h(q[)efully  will  be  made  part  of  the  record  to  this. 

Chairman  Gonzalsz.  Let  me  say  at  the  outset  that  you  may  i»o- 
oeed  as  you  see  best,  but  your  statement  which  has  been  pnesented 
to  us  aiA  I  wanted  to  thank  you  for  giving  it  to  us  in  amiue  time  to 
read  it  and  try  to  digest  it,  will  be  in  the  record  as  you  have  pre- 
pared it 

Mr.  HAsniAN.  Thank  you,  sir. 

Given  the  administrati(m's  dear  desires  to  virtually  gut  the 
entire  Federal  low-income  housing  effort,  as  you  have  just  men- 
tioned, it  is  perhaps  strange  for  someone  who  strongly  advocates 
bigger  and  better  government  housing  programs  for  the  poor  to  tes- 
tify in  stamg  opposition  to  the  bill  bdTore  this  subcommittee  today, 
which  att^npts  to  continue  and  restore  traditional  forms  and  levds 
of  housing  aid. 

Yet  I  feel  the  time  is  appropriate  to  analyze  and  criticize  tradi- 
tional approaches  to  housing  the  poor,  from  the  left  as  it  were,  be- 
cause even  if  this  Congress  could  enact  HJL  1,  that  legislaticm 
would  not  come  close  to  meeting  the  Nation's  housing  needs,  and 
in  fact  would  continue  some  dangerous  illusions  about  the  nature 
of  our  housing  problems  and  how  to  attack  them. 

The  housing  crisis  of  the  1980's  and  likely  beyond,  is  a  crisis  oi 
affordability.  Families  imable  to  meet  their  mortgage  pajnnents 
and  rent  bills,  or  doing  so  only  by  neglecting  other  basic  needs, 
homeownership  passing  out  of  reach  of  ever  larger  numbers  of 
American  households;  millions  being  displaced  from  their  homes 
and  nei^iborhoods  each  year  by  the  disparate  market  forces  of  re- 
vitalization  and  undermaintenance,  increased  overcrowding  as 
people  strive  to  keep  a  roof  over  their  heads,  no  matter  how  small 
that  roof  must  be;  millions  still  living  in  slum  homes  and  slum 
neighborhoods;  heating  and  utility  bills  and  property  taxes  going 
unpaid,  and  the  ultimate  housing  problem,  the  2  to  3  million  Amer- 
icans who  nightly  camp  out  in  shelters,  bus  stations,  cars  and  door- 
ways. 

I  won't  bore  or  tax  you  with  supporting  statistics,  as  I  am  sure 
you  are  as  aware  of  them  as  I,  and  they  are  readily  available  from 
numerous  Government  and  private  sources. 

Now  what  is  the  crisis  of  affordability,  analytically?  At  the  sim- 
plest level,  it  is  the  growing  gap  between  what  housing  costs  and 
what  people  can  afford. 

That  that  gap  is  growing  is  indisputable.  All  of  our  s  r 

lating  housing  prices  and  rents  to  incomes  show  clearly  i 

and  more  people  are  having  to  pay  ever  higher  proportio  jt  t  r 
income  to  the  landlord  or  bank  to  house  themselves  and  \  r  li- 
lies. 
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And  it  can  only  get  worse  as  the  various  elements  that  go  to 
make  up  housing  costs,  land  prices,  construction,  purchase  and 
repair  mortgages,  materials  and  labor,  property  taxes,  insurance, 
utilities,  move  up  inexor£d>ly  faster  than  the  wages  and  salaries  of 
U.S.  households. 

Historically  we  have  managed  that  conflict  in  part  through  insti- 
tutional changes  such  as  deposit  insurance,  FHA  and  VA  mortgage 
insurance,  creation  of  the  long-term  level  pajrment  low  downpay- 
ment  mortgages,  creation  of  a  secondary  mortgage  market,  in  part 
through  direct  Government  subsidy  programs  to  care  for  the  needs 
of  those  whom  the  market,  even  aided  by  government  props,  would 
not  serve. 

But  those  institutional  changes,  while  they  sufficed  to  get  us 
through  the  1930's,  1940's,  1950's,  1960's,  and  part  of  the  1970's,  are 
now  falling  apart. 

The  new  altemative  mortgage  instruments  shift  the  burden  of 
inflation  to  the  housing  consumer  and  create  enormous  insecurity 
of  tenure  and  family  budget  crises.  The  deregulation  of  hanking 
will  surely  lead  to  less  and  more  expensive  mortgage  funds. 

The  Government  programs  that  merely  subsidize  the  maiket 
costs  of  housing,  whether  section  8  rent  subsidies,  section  285-  and 
236-t]npe  mortgage  interest  subsidies,  or  housing  allowancee,  are  too 
expensive,  and  therefore,  are  funded  to  serve  only  a  very  limited 
number  of  needy  households. 

These  subsidies  do  nothing  to  change  the  housing  cost  structure. 
They  merely  throw  in  ever  larger  sap  funds  to  cover  the  difference 
between  what  housing  costs  and  what  people  can  afford.  And  sinoe 
that  gap  and  the  number  of  people  the  market  cannot  serve  keq> 
growing,  it  is  like  throwing  money  into  a  bottomless  pit 

In  theory,  the  housing  cost  income  gap  can  be  overcome  either  hy 
increasing  incomes  or  by  lowering  housing  costs.  To  provide  every- 
one with  an  income  simicient  to  pay  rent  or  purchase  a  decent 
place  to  live  on  the  private  market  is  theoreticallv  possible,  of 
course,  we  are  a  country  rich  enough  to  do  just  that,  but  such  mas- 
sive income  redistribution  is  hardly  likelv. 

What  then  might  be  done  to  lower  housing  costs  to  the  point 
where  the  vast  proportion  of  Americans  could  afford  decent  nous- 
ing  at  current  income  levels?  There  are  precious  few  savings  to  be 
achieved  via  the  usual  nostrums,  such  as  neater  industrialization 
of  the  building  process  and  more  uniform,  less  strin^nt  codes,  and 
the  negative  effects  of  such  moves  might  well  outweight  their  min- 
usculebenefits. 

The  only  way  to  lower  housing  costs  massively  is  to  radically 
alter  the  central  elements  of  the  housing  cost  pictore;  namely,  the 
cost  of  credit,  and  the  costs  associated  with  pnmt  maximizatum  on 
housing  transaction.  These  two  are  closely  interrelated 

The  overwhelming  mcgority  of  housing  in  this  country  is  built 
and  purchased  with  credit.  The  residential  mortage  debt  is  the 
largest  single  component  of  outstanding  debt  in  the  UJ3.  economy, 
in  1980  it  amounted  to  nearly  one-fourth  of  all  our  debt  and  one- 
third  of  all  private  debt. 

Looked  at  another  way,  total  residential  mortgage  dsbt  in  1980 
amounted  to  41  percent  of  gross  national  product  and  60  percent  of 
disposable  personal  income. 
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Repaying  that  debt  takes  about  two  out  of  every  three  housing 
consumption  dollars,  from  homeowners  in  the  form  of  direct  repay- 
ments to  the  lender,  from  tenants  embedded  in  the  rent  check. 

And  in  almost  all  cases  debt  repayment  is  a  permanent  and  usu- 
ally growing  consumption  cost.  Each  time  a  residential  property  is 
resold,  it  generally  commands  a  higher  price,  with  a  larger  mort- 
gage debt,  often  at  a  higher  interest  rate. 

We  could  cut  housing  costs  to  the  consumer  drastically,  on  the 
average  by  well  over  half,  by  eliminating  mortgage  debt.  And  that 
in  turn  could  be  done  by  building  housing  not  through  the  credit 
mechanism  but  through  outright  Government  grants,  a  one-time 
capital  cost,  with  no  debt  rejpayment  ever.  Occupants  would  have 
only  to  pay  ongoing  costs  for  maintenance,  utilities,  insurance, 
property  taxes,  and  similar  charges. 

What  are  the  implications  of  such  a  sjrstem?  It  clearly  would  cost 
a  lot  at  first,  but  in  the  long  run  the  society's  housing  costs  would 
be  far  lower.  We  already  have  some  interesting  and  instructive  ex- 
amples of  housing  built  either  without  credit  or  with  only  one-time 
repayment  of  the  borrowed  capital  costs,  rather  than  credit  being  a 
permanent  and  renewable-ascending  cost. 

One  interesting  and  little  recognized  example  is  military  hous- 
ing, nearly  a  half  million  units  of  family  housing  built  and  main- 
tamed  entirely  via  congressional  appropriations,  with  no  borrowing 
or  borrowing  costs  attached  to  the  housmg. 

There  are  also  examples  from  Farmers  Home,  HoDAG.  The  1.3 
million  units  of  public  housing  represent  an  example  of  housing 
built  via  one-time  use  of  credit,  in  this  case  annual  Federal  appro- 
priations to  retire  local  housing  authority  bonds. 

Once  those  bonds  are  repaid,  there  are  no  longer  debt  repayment 
costs,  and  beyond  that  the  system  does  not  require  residents  to  pay 
off  these  borrowed  capital  costs  as  p€u1;  of  their  rents. 

While  the  public  housing  program,  as  we  all  know,  has  had  its 
share  of  problems,  this  basic  financing  feature  of  the  program  has 
ensured  tnat  the  units  remain  in  the  low-rent  stock. 

A  second  implication  is  that  for  units  built  with  capital  grants 
instead  of  credit,  buving  and  selUng  housing  for  a  pront  would  of 
course  be  prohibited.  And  therein  lies  another  key  to  massively 
lowering  housing  costs,  ending  profit  maximization  in  the  buying 
and  sellmg  of  housing. 

Virtually  all  housing  in  the  United  States  is  privately  owned, 
and  the  owners,  whether  of  single-family  homes,  condominiums  or 
multifamily  buildii^,  try  to  sell  or  rent  their  units  for  the  maxi- 
mum the  market  wm  bear. 

This,  of  course,  drives  housing  costs  up  for  everyone.  Lots  of  prof- 
its are  made,  but  mostly  made  by  speculators,  real  estate  agents, 
lenders,  and  others  in  the  housing  business.  The  average  consumer 
or  homeowner  may  chalk  up  a  big  capital  gain  upon  selling  his 
home,  but  he  has  to  plunge  right  back  into  that  same  inflated  hous- 
ing market  to  buy  or  rent  a  new  place  to  live. 

And  it  is  not  at  all  clear  that  he  wouldn't  do  just  as  well  if  he 
deposited  his  downpayment  and  monthly  debt  repayment  costs  in  a 
money  market  account.  Housing  costs  can  be  dramatically  lowered 
by  ending  the  treatment  of  housing  as  a  commodity  to  be  built, 
bought,  sold  and  operated  with  the  aim  of  profit  maximization. 
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Again,  there  are  instructive  and  import  examples  all  over  the 
United  States  of  housing  that  is  owned  and  operated  by  nonprofit 
and  public  entities,  with  the  aim  not  of  profit  maximization  but  oi 
providing  the  best  possible  housing  at  the  lowest  possible  cost. 

In  short,  a  program  to  decommodify  housing,  if  I  may  use  a  tancv 
phrase,  to  end  reliance  on  credit  and  the  vast  costs  associated  with 
that  reliance,  and  to  expand  not-for-profit  ownership  of  housing, 
the  existing  stock  as  well  as  new  units,  is  the  only  way  out  of  the 
Nation's  affordability  crisis. 

Such  a  program  can  drastically  lower  the  costs  of  housing,  bring- 
ing it  within  the  affordability  range  of  the  vast  mcgority  of  Ameri- 
cans. For  those  with  incomes  too  low  to  afford  even  ongoing  main- 
tenance costs,  some  form  of  housing  sdlowanoe  can  then  cover  the 
gap. 

But,  unlike  the  allowances  now  bemg  proposed  and  tried,  those 
allowances  would  be  small  and  would  not  go  mto  the  bottomless  pit 
of  profit-taking  by  landlords,  developers,  lenders,  brokers  and 
others  in  the  housing  business. 

A  program  of  the  sort  I  am  describing  here  in  the  most  general 
terms  has  actually  been  worked  out  in  detail  by  a  group  of  housing 
experts  from  across  the  country  brought  together  by  tne  Institute 
for  Policy  Studies.  It  is  entitled  the  National  Comprehensive  Hous- 
ing Program,  which  I  have  attached  to  my  testimony,  and  consists 
of  four  principal  components. 

First  if  the  National  Housing  Production  and  Finance  Act,  for 
the  purpose  of  building  new  ''social  housing,"  a  term  widely  used 
in  Europe  to  designate  housing  that  is  not  in  the  profit  sector,  and 
rehabilitate  existing  market  housing  acquired  for  social  ownership. 

The  second  element  is  the  National  Housing  Conversion  Act,  for 
the  purpose  of  converting  existing  housing  to  social  ownership. 

Thircl  is  the  National  Home  Protection  and  Improvement  Act,  for 
the  purpose  of  upgrading  and  protecting  the  existing  socially 
owned  housing  stock;  and  next,  the  National  Private  Tenant  Pro- 
tection Act,  for  the  purpose  of  guaranteeing  residential  security  in 
private  rental  housing. 

The  act  also  contcuns  cost  estimates  at  various  levels  of  imple- 
mentation. The  concrete  program  our  group  offers  in  these  four 
acts  provides  a  radical  adtemative  to  the  current  U.S.  housing 
system,  substituting  a  system  that  puts  as  its  first  priority  the 
right  of  all  Americans  to  decent  affordable  housing  for  the  current 
system,  which  has  as  its  first  priority  the  right  to  maximize  profits 
from  housing. 

It  is  an  alternative  system  that  markedly  increases  security  of 
tenure  for  everyone,  owners  and  renters,  by  removing  the  threat  of 
foreclosure  and  eviction,  a  system  that  allows  people  to  choose 
which  housing  system  best  meets  their  needs. 

Among  the  immediate  opportunities  for  applying  our  proposed 
system  are  the  6  percent  of^all  mortgage  holaers  now  30  days  or 
more  delinquent  in  their  payments  and  thus  facing  the  immediate 
threat  of  foreclosure,  eviction,  and  loss  of  equity. 

Our  proposal  calls  for  giving  such  families  the  option  of  having  a 
nonprofit  or  public  agency  take  over  their  mortgage,  while  tne 
family  continues  to  live  in  their  home  as  long  as  they  wish,  making 
monthly  payments  according  to  their  income,  and  once  the  mort^ 
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gage  18  paid  off  the  home  would  remain  permanently  in  the  non- 
profit social  sector,  available  to  other  households  wi&  no  debt  re- 
payments as  part  of  the  ongoing  costs. 

In  sum»  the  traditional  liberal  approaches  to  solving  the  Nation's 
housing  needs  are  wholly  inadequate,  both  in  quantity  and  concept. 
They  fail  to  rcognize  the  structural  nature  of  the  affordability 
crisis  and  its  causes. 

And  they  continue  to  rely  primarily  on  Government  aids  to  the 
private,  profitoriented  sector.  Such  an  approach  can  never  succeed 
and  will  always  wind  up  costing  far  more  than  we  are  willing  and 
ought  to  pay  in  Government  subsidies. 

Government  housing  subsidies  will  be  needed  so  long  as  people's 
incomes  are  insufficient  to  pay  the  cost  of  obtaining  decent  hous- 
ing, and  if  we  are  serious  about  Congress  national  housing  goal  of  a 
decent  home  and  suitable  living  environment  for  every  ^jnerican 
family,  those  subsidies  must  be  available  to  all  who  need  them. 

But  only  through  restructuring  the  housing  system  along  the 
lines  I  have  discussed  will  attainment  of  the  national  housing  goal 
be  financially  feasible. 

H.R  1  doesn't  do  this,  and  the  Reagan  administration's  budget 
certainly  doesn't  do  this.  As  the  housing  crisis  worsens,  as  surely  it 
must,  we  will  inexorably  turn  to  new  approaches.  The  specific  pro- 
posals attached  to  my  testimony  embody  such  an  approach,  and  I 
urge  you  to  study  them  carefully. 

Chairman  Gonzalez.  Thank  you  very  much.  We  will  come  back. 

[Mr.  Hartman  submitted  a  prepared  statement,  with  attachment, 
and  the  following  articles  fit>m  the  Journal  of  Urban  Affairs  for  in- 
clusion in  the  record;  ''Another  Look  at  Housing  Allowances:  a  Re- 
sponse to  Chester  Hartman,"  by  Philip  Abrams;  and  two  of  his  own 
articles,  ''Rejoinder  to  'Another  Look  at  Housing  Allowances' ", 
and  "Housing  Allowances:  A  Critical  Look":] 
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TESTIMONY  OF  CHESTER  HARINAN,  FQIXM,  INSTTIUIE  FOR 

POLICY  STODIES,  HEARINGS  ON  H.R.  1,  BEFORE  THE  SUB- 

GOmmEE  ON  HOUSING,  U.S.  HOUSE  OF  REPRESENIATIVES 

MARCH  14,  1985 


Given  the  Administration's  clear  desires  to  virtually  gMt  the  entire  federal 

like  ayself 
low^incoroe  housing  effort,  it  is  perhaps  strange  for  scmeon^vho  strongly  ad- 
vocates bigger  and  better  govemnent  housing  pcograpis  for  the  poor  to  testify 
in  strong  opposition  to  the  bill  before  this  Subcoondttee  today,  iiAiich  at- 
tempts to  continue  and  restore  traditional  foms  and  levels  of  housing  aid. 
Yet  I  feel  the  time  is  appropriate  to  analyze  and  criticize  traditional 
approaches  to  housing  the  poor,frQoi  the  left  as  it  were,  because  even  if 
this  Congress  could  enact  H.R.  1,  that  legislation  %K>uld  not  come  close  to 
meeting  the  nation's  housing  needs, and  in  fact  %POuld  continue  some  dangerous 
illusions  about  the  nature  of  our  housing  problems  and  how  to  attack  them. 
The  housing  crisis  of  the  1980s  —and  likely  beyond—  is  a  crisis  of 
affordability:  families  unable  to  meet  their  mortgage  payments  and  rent 
bills,  or  doing  so  only  by  neglecting  other  basic  needs;  honeownerdiip  pass- 
ing out  of  reach  of  ever  larger  nuDobers  of  American  households;  millions 
being  displaced  from  their  homes  and  nei^iborhoods  each  year  by  the  disparate 
market  forces  of  revitalization  and  undermaintenance;  increased  overorowding 
as  people  strive  to  keep  a  roof  over  their  heads,  no  matter  how  small  that 
roof  must  be;  millions  still  living  in  slun  homes  and  slim  nei^iborhoods; 
heating  and  utility  bills  and  property  taxes  going  unpaid;  and  the  ultimate 

1901  Que  Streel.  Northwest.  Washii^iton,  D.C  20009  (202)  234-9382 
Paulus  Pbtterstraat  20. 1071  DA  Amsterdam,  Holland  (020)  72  66  06 
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housioK  pKobLoB,  the  2-3  ■Lilian  AMrlrw  ite  ni^itiy  caip  out  in  ihtlUrSy 
buB  stations,  cars  and  doonays.  I  won't  bore  or  tax  you  with  supportiiv 
statistics,  as  !'■  sure  you're  as  mart  of  tbm  as  I,    and  ttmy  are  raadily 
svailsbLe  fron  nsKrous  gDvement  and  private  sources. 

How  what  is  the  crisis  of  affocdshility,  snslytically?  At  the  siaplast 
lewel,  it  is  the  growiog  gap  between  what  housing  costs  and  what  people  on 
afford.  Ihat  tfast  gap  is  growix^  is  indisputable.  All  of  our  statistics  ra- 
lating  hniwing  prices  and  rents  to  incones  abow  daarly  that  nore  and  nore 
people  are  having  to  pay  ever  hi^^ier  proportions  of  their  inooBS  to  the  land- 
lord or  bank  to  house  thoMelves  and  their  fanilies.  And  it  can  on^  ^t 
worse  as  the  various  flfrntFT  that  go  to  nalce  up  housing  costs  —  land  prices, 
coDstzuction,  purchase  and  repair  sortgages,  aaterials  and  labor,  property 
taaest  Iwawr,  wrilltifs  —  mom  up  inenoobly  faster  than  the  w^ges  and 
salariifs  of  US  households. 

la  the  past,  we  have  mnui^  1  that  conflict  in  part  thnm^  institytiOMl 
rhangpii  auch  as  deposit  inwaawr,  fHA  and  VA  nnrtgagr  iaaucancc,  antarlon 
c^  long-tem  lewel  layiwi'it  low  doMapayaent  sortgages,  rrfarioa    of  a  i 

for  the  needs  of  those  linn  the  narhet^esea  added  by  gpwefaaant  pnps,  wPMid 
not  serve.    But    those  institutaansl  changes,  idiila  they  anffirad  to  get  MS 
tfaroi^  tiK  193QIS,  4iOb,  3Qs,  (Os,  and  part  ofthe  TQa,  aaae  mm  UllU^  tfmct. 
Tht  nag  aliwaatiwe  swrgagr  liaitnaniSi  #iift  the  bMsdan  of  iwilmUm  to  tiK 
housing  1  TsiaiMpf  and  create  wawnnis  inaaririty  of  tcnuDe  and  fudly  buAffH 
crises.  Ihe  deregnlntiflD  of  banidiig  vdll  aiaaely  land  to  lass  and  florie  m^ 
Bortgage  fmcfe.  'Ok  jm'wi  —  '"  Jin^i—  Chat  aaBcly  s<iisi4<y#  tiK 
coats  of  faauB32ig     wkmtlmi  Sactioo  8  swat  aOb^wdies*  tertian  23$  mti 
236-type  sDrtgage  interest  subsidies,  or  hmising  i 
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sive,  and  therefore  are  funded  to  serve  only  a  very  limited  nunber  of 
needy  housdiolds.  These  subsidies  do  nothing  to  change  the  housing  cost 
structure;  they  merely  throw  in  ever  larger  "gap"  funds  to  cover  the  differ- 
ence between  %i^t  housing  costs  and  what  people  can  afford.  And  since  that 
gap  and  the  number  of  people  the  market  cannot  serve  keep  growing*  it  is 
like  throidng  money  into  a  bottomless  pit. 

In  theory,  the  housing  cost:incoae  gap  can  be  overocne  either  by  in- 
creasing incomes  or  by  lowering  housing  costs.  To  provide  everyone  with  an 
income  sufficient  to  rent  or  purchase  a  decent  place  to  live  on  the  private 
market  is  theoretically  possible,  of  course  —  we  are  a  country  rich  enou^ 
to  do  that  —  but  such  massive  income  redistribution  is  hardly  likely. 

What  then  might  be  done  to  lo%ier  housing  costs  to  the  point  where  the 
vast  proportion  of  Americans  could  afford  decent  housing  at  current  incone 
levels?  There  are  precious  few  savings  to  be  achieved  via  the  usual  nostnns, 
such  as  greater  industrialization  of  the  building  process  and  mre  uniform, 
less  stringent  codes,  and  the  negative  effects  of  such  moves  mi^t  well  out- 
weigh their  minuscule  benefits.  The  only  %»y  to  lo%ier  housing  costs  massive- 
ly is  to  radically  alter  the  central  elements  of  the  housing  cost  picture  — * 
namely,  the  cost  of  credit,  and  the  costs  associated  with  profit  maximization 
on  housing  transactions.  They  are  closely  interrelated. 

The  oven^lming  majority  of  housing  in  this  country  is  bdilt  and  par- 
chased  with  credit.  The  residential  mortgage  debt  is  the  largest  single  com- 
ponent of  outstanding  debt  in  the  US  economy:  in  1980  it  amounted  to  nearly 

one-fourth  of  all  our  debt  and  one- third  of  all  private  debt.  Looked  at 

in  1980  (and  by  now  it*s  very  close  to  half) 

another  way,  /total  residential  mortgage  debt  amounted  to  411  of  GNiyand 

SOX  of  disposable  personal  income.  Repaying  that  debt  takes  about  two  out 

of  every  three  housing  consumption  dollars,  from  homeowners  in  the  form  of 
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dlrttct  rtpsynents  to  the  lendsry  from  tenants  wfcaddgd  in  the  rant  check. 
And  in  almost  all  cases  debt  repeymsnt  is  a  permanent  and  usually  growing 
consuoption  cost:  eadi  time  a  residential  property  is  resold,  it  generally 
coonands  a  higher  price,  with  a  larger  mortgage  debt,  often  at  a  hi^ier 
interest  rate.' 

He  could  cut  housing  costs  to  the  consumer  drastically  —  on*,  the  aver- 
age ty  well  over  half—  ty  eliminating  mortgage  debt.  And  that  in  turn  could 
be  done  ty  building  housing  not  throu^  the  credit  mechanism  but  throu^ 
outright  gavemnent  grants  — >  a  one-time  capital  cost,  with  no  debt  repey- 
ment  ever.  Occupants  itfould  have  only  to  pay  ongoing  costs  for  maintenance, 
utilities,  insurance,  property  taxes,  and  similar  charges. 

Uhat  are  the  inplications  of  such  a  system?  It  clearly  would  cost  a 
lot  at  first,  but  in  the  long  run  the  society's  housing  costs  would  be  far 
lower.  He  already  have  some  interesting  and  instructive  examples  of  housing 
built  either  without  credit  or  with  only  one-time  repayment  of  the  borrowed 
capital  costs,  rather  than  credit  being  a  permanent  and  renewable/ascending 
cost.  One  interesting  and  little  recognized  exaople  is  military  housing  — 
nearly  a  half  million  units  of  family  housing  built  and  maintained  entirely 
via  Congressional  appropriations,  with  no  borrowing  or  borrowing  costs 
attached  to  the  housing.   (Hitrlght  construction  aid  rthabllltetlon  grants 
also  arc  part  of  sobc  Parmirs  Hoot  Adalnls  tret  ion  prograas  and  are  Mbodlcd 
in  such  new  HDD  efforts  as  the  H(HM6  and  lental  lehabllltatlon  prograat. 
The  1.3  aillion  uniti  of  public  housing  represent 

an  example  of  housing  built  via  one-time  use  of  credit,  in  this  case  annual 
federal  appropriations  to  retire  local  housing  authority  bonds.  Once  those 
bonds  are  repeid,  there  are  no  longer  debt  repayment  costs,  and  beyond  thet 
the  aystem  does  not  require  residents  to  pay  off  these  borrowed  capital  costs 
aa  part  of  their  rents.  Uhile  the  public  housing  progrsm,  aa  we  all  knew, 
has  had  iu  diare  of  problems,  this  besic  financing  feature  of  the  progrsm 
bes  ensured  thet  the  units  remain  in  the  low-rent  stock. 


Digitized  by  VjOOQIC 


2930 


A  second  iiqplication  is  that  for  units  built  with  capital  grants  in- 
stead of  credit,  buying  and  selling  housing  for  a  profit  vould  of  course  be 
prohibited.  And  therein  lies  another  key  to  massively  lowering  housing  costs: 
ending  profit  maximization  in  the  buying  and  selling  of  housii^.  Virtually  all 
housing  in  the  US  is  privately  owned,  and  the  owners  —  whether  of  single- 
family  homes,  condominiuos  or  multi-family  buildings—  try  to  sell  or  rent 
their  units  for  the  maximum  the  market  will  bear.  Ihis  of  course  drives  hous- 
ing costs  up  for  everyone.  Lots  of  profits  are  made,  but  mostly  by  speculators, 
real  estate  agents,  lenders,  and  others  in  the  housing  business.  The  average 
consumer  or  homeowner  may  chalk  up  a  big  capital  gain  upon  selling  his  home, 
but  he  has  to  plunge  right  back  into  that  same  inflated  housing  market  to  buy 
or  rent  a  new  place  to  live.  And  it  is  not  at  all  clear  he  %rouldn't  do  just 
as  well  if  he  deposited  his  downpayment  and  monthly  debt  repayment  costs  in 
a  money  market  account.  Housing  costs  can  be  dramatically  lowered  by  ending 
the  treatment  of  housing  as  a  commodity  to  be  built  ^bought,  sold  and  operated 
with  the  aim  of  profit  maximization.  Again,  there  are  instructive  and  import- 
ant examples  all  over  the  US  of  housing  that  is  owned  and  operated  by  non- 
profit and  public  entities,  with  the  aim  not  of  profit  maximization  but  of 
providing  the  best  possible  housing  at  the  lowest  possible  cost. 

In  short,  a  program  to  deconnodify  housing  (if  1  may  use  a  fancy  phrase)— 
to  end  reliance  on  credit  and  the  vast  costs  associated  with  that  reliance, 
and  to  expand  not-for-profit  ownership  of  housing,  the  existing  stock  as 
well  as  new  units—  is  the  only  way  out  of  the  nation's  affordability  crisis. 
Such  a  program  can  drastically  lower  the  costs  of  housing,  bringing  it  viUiin 
the  affordability  range  of  the  vast  majority  of  Americans.  For  those  vith  in- 
comes too  low  to  afford  even  ongoing  maintenance  costs,  some  fonn  of  housing 
allowance  can  then  cover  the  gap.  But,  unlike  the  allowances  now  being  pco- 
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posed  and  tried,  those  allowsnces  would  be  flnsll  and  would  not  go  into  the 
bottomless  pit  of  profit-taking  by  landlords,  developers,  lenders,  brokers 
and  others  in  the  housing  business. 

A  pcogran  of  the  sort  1  an  describing  here  in  the  nost  ganeral  terns 
has  actually  been  worked  out  in  detail  by  a  group  of  housing  experts  fron 
across  the  country  brou^t  together  by  the  Institute  for  Fdlicy  Studies.  It 
is  entitled  the  National  Gonprehensive  Housing  Progran,  lAiich  I  have  attached 
to  my  testinony,  and  consists  of  four  principal  components: 

•»•  Ihe  National  Housing  Produc)?and  Finance  Act,  for  the  purpose  of 
building  new  "social  housing"  (a  tern  iridely  used  in  Europe  to  designate 
housing  that  is  not  in  the  profit  sector)  and  rdiabiliute  existing  narket 
housing  acquired  for  social  ownership. 

*  The  National  Housing  Conversion  Act,  for  the  purpose  of  converting 
existing  housing  to  social  ownership. 

•»-  The  National  Home  Protection  and  Improvement  Act,  for  the  purpose 
of  upgrading  and  protecting  the  existing  socially  owned  housing  stock;  and 

*  The  National  Private  Tenant  Protection  Act,  for  the  purpose  of  guar- 
anteeing residential  security  in  private  rental  housing. 

The  Act  also  contains  cost  estinates. 

The  concrete  program  our  group  offers  in  these  four  acts  provides  a 
radical  alternative  to  the  current  US  housing  system,  substituting  a  system 
that  puts  as  its  first  priority  the  riidit  of  all  Americans  to  decent  afford- 
able housing  for  the  current  system,  which  has  as  its  first  priority  the  ri^t 
to  naxifflize  profits  from  housing.  It  is  an  alternative  system  that  markedly 
increases  security  of  tenure  for  everyone,  owners  and  renters,  by  removing 
the  threat  of  foreclosure  and  eviction,  a  systen  that  allows  people  to 
choose  which  housing  system  best  meets  their  needs. 
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kaoag  the  innediate  opportunities  for  applyiz^  our  proposed  system  are 
the  61  of  all  mortgage  holders  nov  30  days  or  more  delinquent  in  their  pay- 
ments and  thus  facing  the  innediate  threat  of  foreclosure ,  eviction  end  loes 
of  equity.  Our  proposal  calls  for  giving  such  families  the  option  of  having 
a  non-profit  or  public  agency  take  over  their  mortgage,  vhile  the  family 
continues  to  live  in  their  home  as  long  as  they  vidi,  making  monthly  payments 
according  their  income;  and  once  the  mortgage  is  paid  off  the  home  vould  re- 
main permanently  in  the  non-profit  social  sector,  available  to  other  house- 
holds, with  no  debt  repayments  as  part  of  the  ongoing  costs. 

In  sum,  the  traditional  liberal  approaches  to  solving  the  nation's  hous- 
ing needs  are  vholly  inadequate,  both  in  quantity  and  concept.  Ihey  fail  to 
recognize  the  structural  nature  of  the  affordability  crisis  and  its  causes. 
And  they  continue  to  rely  primarily  on  government  aids  to  the  private,  profit- 
oriented  sector.  Such  an  approach  can  never  succeed  and  will  always  wind  up 
costing  far  more  than  we  are  willing  and  ought  to  pay  in  government  subsidies. 
Government  housing  subsidies  will  be  needed  so  long  as  people's. .incomes  are 
insufficient  to  pay  the  cost  of  obtaining  decent  housing*  and  if  we  are  ser- 
ious about  Congress*  National  Housing  Goal  of  "a  decent  home  and  suitable  lliv- 
ing  environment  for  every  American  family,"  those  subsidies  must  be  available 
to  all  who  need  them.  But  only  through  restructuring  the  housing  system  aloqg 
the  lines  I  have  discussed  will  attainment  of  the  National  Housing  Goal  be 
financially  feasible.  H.R.  1  doesn't  do  this,  and  the  Reagen  Adoiinistration's 
budget  certainly  doesn't  do  this.  As  the  housing  crisis  worsens,  as  surely  it 
must,  we  will  inexorably  turn  to  new  approaches.  The  specific  proposals  at- 
tached to  my  testimony  enbody  such  an  approach,  and  I  urge  you  study  them 
carefully. 

-0- 
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This  Program  was  drafted  during  a  tvo-yaar  parlod  by  tha  mambara 
of  a  national  taak  forca  on  houalng  policy.  Taak  forca  mambara 
Include  Emily  Paradise  Achtenberg,  Richard  P.  Appalbaum,  John  D. 
Atlas.  Pater  Dreler,  Bob  Goodman,  Cheater  Hartman,  Jackie 
Leavltt,  Dan  Llndhalm,  Peter  Marcusa,  Chrlatlne  Mlnnehan,  Carole 
Salter  Norrls»  Mike  Ravson»  Florence  RolVaman.  Joel  Rubensahl, 
and  Michael  Stone.  The  final  veralon^vaa  written  by  Richard 
Appelbaum,  with  the  assistance  of  membera  of  the  task  force.  The 
taak  force  vaa  funded  by  granta  from  the  Shalan  Foundation, 
Sunflower  Foundation*  Seed  Fund.  and  the  Inatltvta  for  Policy 
Studlaa,  and  la  a  component  of  the  Inatltuta's  Alternative 
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The  taak  force  waa  headed  by  Richard  Appelbaum  and  Carole  Norrls* 
and  all  Inqulrlaa  ahould  be  directed  to  them  at  the  following 
addresses: 
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Department  of  Sociology 
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(805)  961-3630 


Carole  Selter  Norrls 
Hayea  Valley  Community 
Development  Corporation 

890  Bayes  St. 

San  Franslseo*  CA  94117 
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Chapter  It 
IntroduetloA 


Th*  hoB*  Is  tb*  comsrston*  of  tli«  Aacrleaii  droaa.  It  It  a 
■anetoarj  froa  th*  prtssorts  of  vork*  a  havan  froa  tba  Introalona 
of  goTarnaant.  Tha  hoaa  la  tha  plaea  vhara  tha  ravarda  of  prlTata 
Ufa  ara  to  ba  anjojad*  aaeora  froa  all  ootalda  praaaaraa. 

Llka  all  draaaa*  thla  Tlalon  of  tha  hoaa  ma  eaatla  baa 
alvaya  axeaadad  Ita  raalitj.  Tat  for  tha  laat  fifty  jaara*  and 
for  a  larga  nvabar  of  alddla  elaaa  Aaarleana*  tha  draaa  appaarad 
at  laaat  plaaalbla.  Tha  axploalTa  davalopaaat  of  aoborbaa 
datachad  dvalllnga*  tha  aTallablllty  of  fadarally  laaarad 
long-tara  aortgaga  fliiaBcing»  and  tha  poatvar  rlaa  la  llvlag 
ataadarda  of  alddla  claaa  Aaarlcaaa  all  eoatrlbvtad  to  that 
plaualblllty.  For  OTor  half  a  eaatary  tha  proportloa  of  raatara 
had  ataadlly  dacllaad»  ao  that  by  1980  tvo  oat  of  avary  thraa 
Aaarlcaa  bouaaholda  coald  boaat  of  hoaa  ovaarahlp. 

Tha  poor  aavar  aharad  la  tha  Aaarlcaa  draaa.  For  alaorlty 
hoaaaholda,  aldarly  paopla  llvlag  oa  flxad  laeoaaa*  faaala-haadad 
hovaaholda,  aad  a  algalflcaat  aaabar  of  vorklag  elaaa  vblta 
faalllaa,  ovaarahlp  vaa  at  baat  a  dlataat  proalaa,  a  vagaa  bopa 
for  oaa'a  ehlldraa.  Tat  ao  loag  aa  alddla  elaaa  Aaarleaaa  fait 
aacara  la  tha  draaa*  aatloaal  policy  vaa  abla  to  Igaora  tba  aaada 
of  tboaa  who  vara  daalad  it. 

Today  It  la  ao  loagar  poaaibla  for  aatloaal  policy  to  do  ao. 
DvrlBf  tha  paat  taa  yaara  algalflcaat  aaabara  of  alddla  laeoaa 
Aaarlcaaa  hava  aaaa  tha  draaa  racada,  raplacad  by  a  raallty  of 
rlalag  boaalag  coata,  dacllalag  af f ordablllty »  radacad  choice* 
aad  laaacarlty  of  taaara.  It  la  ao  loagar  poaaibla  to  provlda 
dacaat,  aacara,  aad  affordabla  boaalag  to  tba  aajorlty  of 
Aaarlcaaa  aa  If  It  vara  tbalr  birthright.  Partly  thla  la  baeaaaa 
of  tba  acoaoalc  eoadltloaa  of  tha  poat-Tlataaa  War  parlods 
chroalc  laflatlea»  loag  tara  lacraaaaa  la  aaaaployaaat* 
atagaatloa  la  groirtb,  aad  racarraat  daap  cyclaa  of  dacllaa  aad 
racoTcry.  Thaaa  eoadltloaa  bava  raaaltad  la  a  ataady  aroaloa  la 
llTlag  ataadard  for  aaay  alddla  elaaa  Aaarlcaaa,  vhlla  at  tha 
aaaa  tlaa  radvclag  tha  aaabar  of  available  boaalag  aalta. 

Altboagb  tba  Praaldaat'a  Coaalaaloa  oa  Boaalag  (U.S. 
Praaldaat'a  Coaalaaloa  oa  Boaalag,  1982t  xtII)  aaaaraa  aa  that 
"Aaarlcaaa  today  ara  tba  baat-hoaaad  paopla  la  hlatory,**  thla  baa 
aavar  baaa  tba  caaa.  A  brlaf  coaparlaoa  vltb  Svadaa  la 
laatractlTa.  la  1965  Svadaa  aabarkad  oa  a  taa-yaar  prograa  to 
brlag  affordabla  boaalag  vlthla  reach  of  Ita  eatlre  popalatloa. 
The  Ualted  Statea  aade  a  alallar  pabllc  coaaltaaat  three  yeara 
later.  The  -ratea  of  aatlclpated  aev  coaatractloa  vere 
aaprecedeated  la  both  covatrlea,  approacblag  10-13  aalta  per 
tbovaaad  people,  foretelllag  a  oae-thlrd  lacreaaa  la  the 
reapactlTo  boaalag  atocka  over  a  tea  year  period.  The  Ualted 
Statea,  lacking  aay  real  aaaaa  to  laplaaeat  Ita  goala,  fell  abort 
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4.5  ■lllioB  of  tht  projtcttd  26  ■llllon  onlts*  or  alaost 
on«-flfth.  Of  tht  6  mlllloii  targcttd  •obsldlscd  QBlts»  only  2.7 
■llllon  vor*  built — a  shortfall  of  55Z  (Stono,  1980). 

8v«d«n,  by  way  of  contrast,  ovtrrtachtd  its  tan-yaar  targat* 
achlavinf  construction  ratss  20-25Z  hlfhar  than  prtTieva  laTala 
(Nesslsin,  1982:  241).  With  housing  ragardad  aa  a  public  right 
rathar  than  as  a  c^maodity,  construction  vas  diractad  towards  the 
public-ovnad  and  coopsratiTt  sectors.  In  1970,  for  axaaplst  43Z 
of  all  construction  vas  undartakan  by  non-profit  ■vnicipal 
housing  coapanias*  with  an  additional  16Z  dona  by  ceeparatiTaa. 
Ovnar-occupiad  homas  accountad  for  only  28Z  of  tht  tetalt  vith 
priTsta  rantal  houaing  amounting  to  a  aara  13Z.  A  ceaplax  tjataa 
of  aubsidiaa  and  houaing  allovancaa  assurad  that  no  paraea  aaad 
apand  aora  than  20Z  of  hia  or  bar  incoaa  on  houaing.  By  tha 
aid-savantias  it  appaarad  that  Swadan  had  achiavad  ita  goal  of 
providing  adaquata  and  affordabla  ahaltar  for  ita  aatira 
population. 

A.  The  Diaanaiona  of  tha  Houaing  Problaa  fj^] 

It  is  not  aiaply  in  coapariaon  vith  othar  countriaa  that  tha 
Unltad  Stataa  has  auffarad  a  dacllna  in  ita  atandard  of  housings 
that  atandard  has  droppad  vith  raapact  to  ita  ovn  racant  paat  aa 
vail.  Ovar  tha  paat  dacada,  tha  aupply  of  availabla  heuaiag  haa 
dacraaaed  ralativa  to  naad.  For  hoaaovnara  tha  vacancy  rata  haa 
raaainad  conaiatantly  lov  at  undar  1.4Z»  vhila  for  rantars  it 
dacllnad  froa  6.6Z  in  1970  to  5.1Z  in  1980.  Ve  aignifieaat 
nuabara  of  apartaanta  ara  baing  built  today,  laading  tha  U.S. 
Coaptrollar  Genaral  (1979)  to  charactarisa  rantal  houaing  aa  an 
"andangarad  apaciaa.**  It  ia  aatiaatad  that  appreziaataly  2.4 
ailllon  houaing  units  aust  ba  conatructad  aach  yaar  to  kaap  paea 
vith  daaand  (COm,  1979:  56).  That  figura  vaa  raalisad  in  1974; 
yat  in  tha  highly  cyclical  building  induatry, - conatructien  lavala 
had  dacllnad  to  half  that  aaount  tha  folloving  yaar.  In  1978  thay 
roaa  again  to  2  ailllon,  bafora  dacllning  to  1.1  Billion  in  1981 
and  1982  (U.S.  Buraau  of  tha  Canaua,  1983a:  tabla  1).  It  ia 
notavorthy  that  unaaployaant  in  tha  conatruction  indnatry  had 
risen  froa  10. 2Z  in  1979  to  21. 9Z  in  Vovaabar  1982  (U.S. 
Dapartacnt  of  Labor,  1982). 

This  decllBs  in  supply  is  raflactad  in  a  parallel  dacliaa  ia 
af fordablllty.  For  rantars,  houaing  coata  ara  incraaaiag  alaest 
tvlca  aa  faat  aa  Incoaaa:  batvaan  1970  and  1980,  aadian  raata 
roaa  123Z  vhila  aadian  rantar  incoaaa  roaa  only  67Z  (U.S.  luraau 
of  tha  Canaua,  1982b!  tabla  A-2).  In  1970.  40Z  of  all  rantar 
houaaholda  paid  at  laaat  25Z  of  thair  incoaa  for  henaiagt  and  25Z 
paid  at  laaat  35Z.  But  in  1980,  tha  proportion  paying  25Z  or  aora 
had  incraaaad  to  53Z,.  and  34Z  paid  aora  than  35Z.  An  aateaiabiag 
ona  out  of  fiva  rantar  houaaholda  davotad  at  laaat  ena-half  of 
thair  incoaa  to  houaing  (U.S.  Buraau  of  tha  Canaua,  1972*  1982bi 
tabla  A-2).  Graving  coata  ara  raflactad  in  utility  billa  aa  vail 
as  salaa  pricaa  and  ranta.  Batvaan  1980  and  1981  tha  Cenavaar 
Prica  Indaz  for  fual,  oil,  coal  and  bottlad  gaa  incraaaad  by  a 
factor  of  6.23  (U.S.  Buraau  of  tha  Canaua,  1981:  393),  aa 
incraaaa   that   vaa  aapacially  fait  in  tha  acoaeaieally  dapraaaad 
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frostbclt  eoBaoBltics  of  th*  Vorthoast  aad  lfldv«st. 

Vccdlcas  to  soj,  prebloBs  of  off erdabllltj  aro  folt 
oB*q««llj  bj  dlff treat  .greops*  vlth  f«Bal«-b«ad«d»  oldorly* 
Blsoritj*  asd  faravorkar  heoaahelda  lapaetad  tba  Boat.  For 
axaapltt  72Z  of  all  hoaaahelda  aarnlBg  laaa  tban  |10»000  paj  25Z 
or  Bora  of  thair  Ineoaaa  for  bovalngt  vblla  oalj  3X  of  theaa  vlth 
IneoBaa  of  150^000  or  Bora  paj  tbla  aocb  (U.S.  Ivraao  of  tha 
Canaast  1981s  tabla  A-1).  Batvaan  1978  and  1981*  Badlan  ranta  for 
tba  Tarj  pooraat  beaaabolda—theaa  vlth  Badlan  IneoBaa  ondar 
IStOOO—lneraaaad  38Z;  tba  eorraapendlng  flgoraa  for  all  rantar 
hooaaholda  vaa  lit  (Delbaara,  1983:  33).  It  la  aatlBatad  tbat 
favar  than  half  of  thaaa  pooraat  hooaaholda  ara  abla  to  find 
rantal  onlta  that  coat  25Z  or  laaa  of  thalr  IneoBa  (Ibid.) .  In 
fact,  oalng  tha  25Z  atandard.  It  la  aatlnatad  that  nationally 
thara  la  a  ahortaga  of  aoBa  1.4  Billion  rantal  onlta  for 
hooaaholda  aarnlng  laaa  than  |3»000t  and  4.1  Billion  onlta  for 
thoaa  aarnlng  ondar  |7,000  (Ibid. »  tabla  2.3). 

lOZ  of  foBala-baadad  hooaaholda  llva  In  hooalng  that  la 
officially  ratad  aa  Inadaqoata*  aa  eonparad  to  7.5Z  of  all 
hooaaholda  (U.S.  Praaldant'a  CoBBlaalon  on  Booalngt  1982s  9). 
Lov-lneoBOt  alnorltyt  and  fanala-baadad  hooaaholda  ara  Bora 
llkalj  to  ba  dlaplacad  oTon  thoogh  thalr  hooalng  optlona  ara  Bora 
llBltad  (U.S.  DapartBont  of  Booalng  and  Urban  DtTalopnantt  1981: 
38).  Rantara  ara  Buch  aora  llkalj  to  ba  poor  or  Blnorlty  than  ara 
hoBooimara.  In  1980 t  Btdlan  rantar  hooahold  Incona  vaa  54Z  that 
of  hoBaovnara»  raflaetlng  a  aobatantlal  datarloratlon  In  tbla 
ratio  froB  tan  yaara  pravlooaly*  vhan  It  atood  at  65Z.  For 
Blapanle  rantara  tha  1980  ratio  atood  avan  lovar*  at  47Z»  vblla 
for  Blacka  It  vaa  only  38Z  (Dolbaara,  1983:  32). 

Vblla  thara  la  a  algnlflcant  and  graving  dlaparlty  batvaan 
rantara'  and  boaaovnara'  lncoBaa»  the  latter  have  alao 
experienced  aerlooa  hooalng  af f ordablllty  probleBa.  Betveen  1970 
and  1980*  the  aedlan  aalea  price  of  exlatlng  hoBoa  Increaaed  by  a 
factor  of  tvo  and  three-qoartarat  fron  $23,400  to  $64,400  (U.S. 
Congreaalonal  Bodget  Office,  1981).  Dorlng  the  aana  tine* 
Bortgage  Intereat  ratea  on  conTontlonally  financed  alngle-fanlly 
hoBea  roae  by  over  half— -froB  8.4Z  to  12. 7Z.  Baaed  on  a 
cooTentlonal  30-year  loan  for  80Z  of  the  aalea  price,  Bonthly 
Bortgage  payBenta  tripled  over  tha  ten  year  period— froB  $140  to 
$558.  It  la  vorth  noting  that  vblla  60Z  of  tbla  Inereaae  can  be 
attrlboted  to  the  Inereaae  In  aalea  price,  the  reaalnlng  40Z  la 
doe  to  the  rlae  In  Bortgage  Intereat  ratea.  Dorlng  the  aaaa 
ten-year  period,  nedian  boBeovnera'  Ineoaaa  roae  only  104Z  (U.S. 
Boreao  of  the  Cenaoa,  1982c).  In  1981,  flrat-tlna  honebuyora 
repreaented  only  13.5Z  of  the  aalea  aarkat,  aa  eoapared  vlth  36Z 
la  1977  (U.S.  Leagoe  of  Savlnga  Aaaoclatlona,  1982).  Aaoag 
hoBoovnera  vlth  aortgagea,  31Z  corrently  pay  aora  than 
one-qoarter  of  their  Incoae  on  hooalng-related  ezpenaea,  vblla 
21Z  pay  aora  tban  35Z  (U.S.  Boreao  of  the  Cenaoa,  1981a:  table 
A-l). 
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Th«r«  art  sobstaBtial  problass  vith  hovsing  qvality  ••  vttll 
as  cost.  In  1979 •  24X  of  rantars  and  19X  of  hosaovnara  had 
Inaofflelant  haat.  32X  of  all  rantal  onita  and  lOZ  of  all 
ovnar-occuplad  hosaa  vara  eonaldarad  hy  thalr  oeeopanta  to  ba  in 
only  fair  or  poor  condition  (U.S.  Boraao  of  tba  Canana*  1982as 
tabla  A-2«  A-3) •  Tha  problan  of  nagloctad  naintananea  follovad  hy 
booalng  abandonnant  la  a  groving  ona  in  nany  larga  citias* 
partleolarly  in  tha  Horthaaat;  Hav  York  City  alona  loaaa  SO^OOO 
onita  a  yaar  (Mareoaat  1979:  70;  Stagnan.  1982i  181). 
Ovarcrovdlng  la  alao  a  aarlooa  problan,  vlth  growing  nnabara  of 
paraona  doubling  op  to  aeononisa  on  riaing  houaing  coata.  Ivan 
nav  honaa  ara  anallar  in  8isa»  aa  boildara  aaak  to  ent  coata  in 
hopaa  of  attracting  nlddla  claaa  buyarat  batvaan  1979  and  1981 
tha  average  navly  conatroctad  bona  had  daclinad  7Z  in  floor  araa 
(U.S.  Buraao  of  tha  Canaoa.  1983bt  tabla  21).  Tha  aoat  aariana 
daflclanclaa  ara  found  not  vlth  regard  to  individnal  nnita* 
hovavar»  but  rathar  nalghborhood  quality.  In  1979 »  for  asaapla* 
73X  of  all  rantara  and  62Z  of  all  honaovnara  fonnd  thair 
nalghborhooda  to  ba  daflciant  vlth  raapact  to  noiaa«  littar* 
crlnOf  atraata  rapalr  or  lighting  (U.S.  Buraao  of  tha  Canana* 
1982a:  tables  A-2,  A-3). 

Lack  of  resldentlsl  security  Is  also  a  graving  problaa»  ona 
that  cuts  close  to  the  heart  of  tha  Anerlcan  drean.  Aeeording  to 
recent  governnent  estlnates*  600,000*850»000  hooaaholda**ao«a 
1.7*2.4  ■illion  persons— are  forced  to  nova  aaeh  year,  baeanaa  af 
private  narket  activity.  Over  40Z  of  auch  novaa  ara  attribntabla 
to  Increased  housing  costs,  vlth  the  aala  of  •  thi  baildlag 
accounting  for  another  23Z  (U.S.  Departnent  of  Hooaing  sad  Crb«a 
Developnent,  1981 t  23-26).  Vhlla  tenants  are  noat  vnlnarabla  Co 
being  forced  out  of  their  honea*  honeovners  are  Ineraaalngly 
threatened  by  nortgage  foreclosures  and  eviction,  laaidantial 
■ortgage  dellncuenclea  are  nov  at  a  thlrtyyaar  high*  vith  an 
estinated  140,000  hones  in  the  process  of  foracloaura  (Brooka, 
1982).  In  the  first  half  of  1982,  one  out  of  every  400  nortgagaa 
vas  foreclosed  (Gulloo,  1983;  Mariano,  1983),  vhlla  for  tha  third 
quarter  of  1981,  5.3X  of  all  nortgage  loans  In  the  nation  vara  30 
days  or  nore  past  due— the  highest  rate  since  this  inforaation 
vas  first  recorded  in  1953  (Vllllans,  1981|  Taaley,  1981). 
Foreclosures,  of  course,  reflect  regional  econonie  conditlona  aa 
veil  as  the  national  business  cycle,  and  tharafora  ara 
considerably  higher  In  high  unanploynant  araaa  aoch  aa  tha 
Mldvast,  vhere  the  rate  vas  7.8Z  (Ibid.). 

Ronelessness,  the  estrone  outeona  of  dlaplaeanant  and 
shortages  of  affordable  housing,  has  beeona  a  algnifleant  problaa 
in  nany  places,  lecent  estlnatea  for  Hav  York  City  araa  indicaCa 
aa  nany  as  50,000  boneless,  vhlle  tha  flgoraa  for  Loa  Angalaa 
suggest  a  naxlnun  of  alnost  40,000  (U.S.  Departnent  of  laoaing 
and  Urban  Developnent  THUD],  1984tl4).  Vhlle  tha  recant  lUD  atndy 
estlnatea  a  natlooal  -honeless  population  of  250»000*3509000 
(Ibid;  19),  this  figure  alnoat  certainly  ondaraatinataa  Cha 
actual  anount  by  a  considerable  anount.  Previoua  aatinataa  have 
placed  the  figure  at  closer  to  2  nllllon  (Ibldt  9).  [2] 
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Finally*  it  is  i«port«nt  to  r«alls«  that  housing  probloao 
oftoB  hnTo  broad  social  eonsaqoaneas.  lonains*  aftar  allt  la  anch 
nora  than  ahaltar.  It  providaa  aocial  atatoa*  accaaa  to  joba* 
adocation*  and  othar  aarvicaa;  a  franavork  for  tha  con4net  of 
hoaaahold  vork;  and  a  vaj  of  atroetoriag  aeonoalc*  aocial*  and 
political  ralationahipa.  laeial  atgrasation  in  houaiag*  vhieh 
ranaina  99Wf  (Taaobar«  1975)*  linita  adoeational  and  anployaaat 
opportanitiaa  for  ainoritiaa  avan  aa  it  foreta  thaa  to  pay  aora 
of  thair  incoaa  for  dacliniag  aarvieta.  Honaing  daaign  and 
locational  pattarna  rainforea  tha  traditional  diTiaioa  of  labor 
vithin  tha  nala-doniaant  fanily*  foatar  unpaid  vork  in  tha  ho«a» 
and  raatrict  opportonitiaa  for  fanala  labor-forea  participation 
(Saagart,  1981;  lothblatt  at  al.,  1979).  In  thia  vay.  houaing 
both  rainforcaa  and  ptrpttnataa  acoaonic  and  aocial  diTiaiona 
that  aziat  vithin  tha  largtr  aoelaty. 

B.  Soorcsa  of  ths  Problsn 

Althoogh  this  ia  not  tht  plact  to  offtr  a  datalltd  analyaia 
of  tht  cauats  of  tht  hooting  crialt,r3]  it  ia  ntctaaary  to 
annaarlst  tht  contributing  faetora  in .  ordar  to  idantify  tha 
principal  roots  of  tht  problta.  Cyclical  and  long-ttra  iabalancaa 
bttvttn  housing  supply  and  dtaand  rtault  froa  nuatroua  aourcaa. 
On  tha  danand  aida»  vt  can  identify  tha  folloving  aourcaa: 

*paaographlc  changta  rtsulting  froa  paat  fertility  pattarna 
(tht  1950*8  "Fabybooa"  childrtn  ara  nov  raaching  tha  aga 
of  initial  houaahold  foraation)  and  aav  praftrancaa  for 
houathold  slst,  rtfltcttd  in  singlt  parant  and  ac^nd 
faaily  houstholds.  Thtss  changta  hava  coabinad  to  graatly 
incrtass  tht  nuabtra  of  houstholds  sttking  shtltar.  An 
aatlaattd  16.8  allllon  housthold  foraatlona  ara  foracaat 
for  tha  prtsant  dacadt  (U.S.  Burtau  of  tht  Canaua*  1979t 
P-23»  no.  805).  Thtst  long-ttra  dtaographic  changaa  ara 
coaponndtd  by  shorttr-rangt  gaographic  ahifta*  both  vithin 
attropolitan  artas  and  acroaa  rtgiona.  Tha  aoat  aignificant 
changta  at  prastnt  Involvt  tha  dtclining  industrial  araaa 
of  tht  Northtast  and  Mldvast,  vlth  tht  corrssponding  riss 
in  thosa  of  tht  South  (aslnly  Florids  snd  Tszss)  snd  Vtst 
(asinly  Cslifornis  snd  Arisons) .  Bttvtsn  1973  snd  1980.  for 
txsaplt,  Mlchigsn  lost  17Z  of  its  asnufacturlag  baas,  vhila 
California  galntd  21X  and  Taxaa  32X  (Hsrpsr*s,  1983:  37). 
Thtss  shifts  rtsult  in  scuttly  dtprtsssd  housing  tconoalts 
In  tht  dtclining  Industrisl  rtglons,  snd  frtqutntly 
Inflsttd  housing  costs  in  tht  growth  srsss. 


*Sptculstlon,  tht  buying  and  atlling  of  proptrty  for  abort 
tara  gain  rtaulting  froa  inflation*  can  raault  in 
signiflcsnt  short-ttra  prict  incrsssas.  In  housing, 
sptculstlon  is  tncoursgtd  by  .  s  aortgsgs  finsnclng  systsa 
thst  psralts  s  sasll  dovn  psyatnt  to  Isvtrsgs  control  ovsr 
s  substsntisl  Invtstatnt.  Sptculstlon  vss  in  psrt 
rssponslbls  for  ths  asjor  prict  incrtssts  thst  occurred  in 
Cslifornis  during  tht  Istt  1970*s,  as  spsculstiTt 
Invtstaant  cspltsl  flovtd  into  locsl  housing  asrktts  in 
sssrch  of  quick,  ssft   profits.  Sptculstlon  Is  vsstsful  snd 
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ln«fflei«Bt,  And  ean  b«  •ztrtaaly  d«a«flBf  to  lov  iBcoao 
Btlshborhoods  vhos«  r«sld«ats  e«B  b«  qolckly  priced  Bvt  of 
th«  houslBf  B«rk«t.^ 

*Ta«  pollcioB  eoBtrlbot*  botb  to  artlf Icolly  hlsh  hovtlag 
dcBABd  ABd  tpoettlBtioB.  For  hoBOovBoro*  tho  fodorftl  1bco«b 
tax  dodoetloBs  for  iBtoroot  aad  proporty  tasos  BBCOvragBB 
tho  purehaoo  of  Boro  •zpoBolvo  hooolBg  thoB  vo«ld  bo 
affordablo  1b  tho  abooaeo  of  oneh  dodoctlOBO  (O.t. 
CoBsrooolooal  Budgot  Of flea,  1981).  For  iBOoao  proporty 
ovnarOf  tha  ability  to  dopraelata  tho  porehaoo  toIbo  of  tho 
otruetura  oTor  rolatlvoly  abort  parloda  OBCooragoo  tho 
raaalo  of  proparty  aa  aooB  aa  tha  hoik  of  doproclatlOB 
baoaflta  ara  azhauatad— ttaoally  flva  or  alz  yaara*  Thlai  Ib 
turn.  eoBtrlbtttaa  to  tha  traatmaot  of  raotal  proporty  aa  a 
apacttlatlva  iBvaataaBt*  1b  vhlch  raturaa  ara  ealculatad  Ib 
taraa  of  abort  tars  ylald  rathar  thaa  loBg  torm  iBCoao 
potantlal. 

On   tha  aupply  alda  thara  ara  BUBaroBO  factora  vhleh  eoablBO 
to  puah  up  tha  prlea  of  houalng.  Thaaa  iBclBdat 

*Inf  raat  rataa  eorrantly  ataad  alBoat  tvlca  aa  high  aa  a 
dacada  ago,  and  aaarly  thraa  tlaaa  aa  high  aa  tha  fiftiaa 
aad  aarly  alztlaa  (HartBaa.  1983b t  19).  lataraat  rataa 
drlva  op  tha  coat  of  Bortgagaa  paymaata.  Vhila  hlghar 
payvaata  say,  la  tara*  hava  a  davpaaiag  affact  oa  dosaad 
aad  haaea  lahibit  prlea  iacraaaaa*  thia  affact  la  asall  la 
coBparlaoa  vlth  tha  hlghar  fiaaaclag  coata.  Va  hava  alraady 
aaaa  that  40Z  of  tha  riaa  in  Bortgaga  paymaata  batvaaa  1970 
aad  1980  caa  ba  attrlbutad  to  tha  rlaa  la  lataraat  rataa 
ovar  tha  parlod.  Zatoraat  rataa  alao  add  dlractly  to  tho 
coat  of  coaatructloBt  alaca  aoat  coaatractioa  la  flaaacad 
vlth  prlvata  loaaa.  Coaatractioo  loaa  lataraat  la  oao  of 
tha  Boat  rapidly  rlalag  coapoaaata  of  hoaalag  prodactioa 
coata  (tha  othar  la  laad;  9%%  U.8.  Praaldaat*a  Covalaaloa 
oo  Houalng,  1982t  181).  FroB  tha  parapactlva  of  tho  hoaalag 
acoaoay,  latoraat  rataa  ara  aztaraally  dataralaads  thay  do 
not  roflact  local  aapply  aad  daaand  eoadltloaOf  bat  rathar 
aatlonal  and  lataraatloaal  cradlt  aarkata  aad  fadaral 
Boaatary  policy,  glnca  tha  Fadaral  laaarva  gyataa  aaaa  high 
Intaraat  rataa  aa  Ita  ehlaf  aaana  of  fighting  laflatloB« 
hoaalag  coaauvara  aoffar  graatly  darlag  tlaaa  of 
antl-laf latloaary  Boaatary  policy,  lolatad  to  latoroat 
rataa  la  tha  ganaral  availability  of  aortgaga  cradlt,  vhlch 
la  alao  aada  to  ahrink  through  voaotary  policy,  aad  vhleh 
la  oftoa  crovdod  oat  darlag  tlaoa  of  high  ovorall  daaaad 
for  cradlt. 

*lacurrlng  cyclaa  In  houalng  production,  vlth  BltoraaCo 
parloda  of  booB  an7~bu8t.  Thla  la  trua  bacauaa  hoaalag 
daaand  follova  tha  aaployaant  cycla,  bacauaa  prlvato  credit 
for  houalng  la  oftan  "crovdad  out**  by  othar  cradlt  daaaada 
durlag  upaurgaa  In  tha  bualnaaa  cycla,  aad  bacaaaa 
raatrlctad  cradlt  aupply  and  high  lataraat  rataa  ara   aaad 
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by  th«  F«4«r«l  K«s«rTs  to  slov  dova  •eoaoaic  grovth  4«rlai 
InflatloBAry  p«rlod«.  On«  r«««lt  h««  b««B  •  slfaificaBt 
l«pair««Bt  of  tho  loBS-roB  prodoetivo  eapBelty  of  tho 
hooslBg  iBdootry  (U.S.  FrooldoBt**  CoamltsloB  ob  loBtlBg* 
1982s  zxl,  182|  SoloBOB,  1981t  200).  Tho  cost  of  Idlo  plBBt 
BBd  eoBotrBotioB  oqulpBOBt  durlBg  slack  tlBOt  Is  rocBptvrod 
iB  hifhor  prices  of  those  houslBg  oBlts  vhieh  arc  bvilt. 
CoBStroctlOB  vorksrs  roquiro  higher  vagos  to  offsst  thoso 
periods  vhoB  they  vlll  be  oBeaployed.  Builders  face  •  high 
degree  of  risk,  vhlch  they  cover  through  higher  profit 
BsrglBSf  a  cost  vhlch  Is  passed  ob  to  coBsoBsrs.  IstlBates 
of  iBcreased  productloB  costs  resoltlBg  froB  cyclical 
iBstablllty  roB  as  high  as  15-20X  (COIII.  1979s  57). 

^Profits  at  all  IotoIs  add  coBslderably  to  the  cost  of 
hooslBg*  slBce  they  are  cumolated  throoghoBt  the 
prodBctloBt  sales*  SBd  -  eoBsomptloB  process.  Each 
partlclpaBt  seeks  to  maximise  his  or  her  returB.  The  key 
partlclpaBts  iBclodes 

*the  ovBor  of  the  IsBd  ob  vhlch   the  BBlt  Is  bollt*  vho 
may  realise  a  speenlatlTe  gala; 

*the  flnaBclal  iBstltmtloB  vhlch  makes  the  coBStroctlOB 
losBt  vhose  profit  Is  iBcloded  1b  the  iBterest  charged; 

*the  goBoral  coBtractor  aad  smb-coBtractors  dmrlBg  the 
coBstroctloB  phase; 

*the  bttlldlBg  Bsterlal  providers t   vhlch  are  freqmeBtly 
glaBt  corporatloBs  vlth  fev  iBcsBtlTes  for  cost  coBtrol; 

*the  flBSBclal  lastltutloBS  vhlch  make  the  mortgage  loam; 
aad  flBally, 

*the  profits  made  by  each  successive  ovaer*  everytlme  a 
property  Is  sold  at  a  higher  price. 

*0ther  soorces  of  high  housing  costs  iBclude  Property  taiies, 
vhlch  are  highly  regressive,  sad  utility  costs,  vhlch  have 
escalated  la  receat  years.  Local  goverameat  restrlctloas  oa 
developmeat  eaa  also  add  to  houslag  costs,  although  la 
receat  years  their  Impact  Is  substaatlally  less  thaa  Is 
vldely  believed,  since  national  cycles  In  the  credit  sad 
coastructloa  economies  have  tended  to  overvhelm  purely 
local  conditions. 

There  Is  a  single,  underlying  theme  to  these  causes,  vhlch 
In  our  vlev  explains  the  Inability  of  our  society  to  provide 
adequate,  afforable  houslag  for  all  segmeats  of  the  populatloas 
houslag— a  aecesslty  of  llfe»»ls  treated  aot  as  a  social  good  but 
as  a  commodity.  Houslag  la  our  society  Is  produced,  ovaed, 
operated,  aad  sold  la  vays  deslgaed  to  maxlmklse  profits,  rather 
thaa  to  provide  needed  shelter.  The  consequence  is  vsste  aad 
laeffleleaey  la  production  and  allocation;  a  highly  volatile 
housing   economy;   chronic   shortages,   particularly   among  lover 


Digitized  by  VjOOQIC 


2944 


1bco««  households;  and  a  grovlng  gap  hatvaan  Incoaa  and  howsimg 
casta.  FurtharsorSf  alnca  Tlrtually  all  hooaing  eoaatr«ctiatt  mwi 
purehaaa  la  flnanead  through  prlvata  eradlt*  raaidantial 
■ortgagas  ara  a  algnlflcant  portion  of  total  prlTata  dabt  la  tha 
Unltad  Stataa*  avaraglng  around  ona-thlrd  OTor  tha  past  fiftoaa 
yaara.  In  1980  rasldantlal  sortgagaa  aseaadad  ona  trllliyi 
dollara.  At  tha  aa«a  tl«a  ovarall  Indahtadnaaa  haa  lacraaaad* 
vlth  tha  raault  that  raaldantlal  sortgaga  dabt  la  1980  stood  at 
41Z  of  Groaa  national  Frodoet.  a  aubatantlal  laeraaaa  froa  tha 
36Z  ratio  tan  yaara  aarllar»  and  thraa  tlaaa  tha  post  Vorld  Var 
IX  ratio  of  13. 5Z  (Stoaa,  1983:  tabla  4.3.). 

Thla  haavj  dapandanca  on  prlvata  dabt  flaaaclag  raadars 
housing  costs  and  starts  highly  suscaptlbls  to  fluctuatioaa  la 
tha  eradlt  aarkata*  aa  haa  baan  pravloualy  ahova.  It  also  slphaas 
off  eradlt  froa  Induatry  and  othar  produetlva  naaa«  raehaaalllag 
It  Into  Inflated  and  oftan  spacolstlva  housing  aarkats*  aad 
tharaby  daprlvlng  tha  national  aconoay  of  naadad  iavaataaat 
capital.  Finally,  ovarall  aconoalc  stability  Is  thrsataaad*  slaca 
during  a  daap  racaaslon  significant  nuabara  of  aortgaga  fallaras 
thraatan  nuaarous  banks  and  landing  lBatltutloaa»  vith  obTloas 
advarss  conssquancas  for  tha  antlrs  flnantlal  atructura. 

C.  Tha  Fallura  of  Currant  Approachas 

Fadaral  housing  prograaa  data  back  to  tha  Dapraaaloa»  aad 
ovar  tha  yaara  hava  Includad  lov  Intaraat  loans*  aortgaga 
Intaraat  aubsldlas,  rant  supplaaants*  publicly  ovasd  (bat 
prlvataly  flnanead)  lov  Incoaa  houalng,  and— la  tha  easa  of 
allltary  houalng— dlract  public  financing  aa  vail  aa  ovaarahlp. 
Many  prograaa  hava  baan  targatad  to  apaclflc  groupa*  aach  aa  tha 
aldarly,  rural  houaaholdSf  or  vary  lov  Incoaa  houssholds.  Fsdsral 
prograaa  hava  navar  raachad  aora  than  a  aaall  fraetloa  of  thosa 
In  naad,  hovavar,  bacauaa  houalng  haa  navar  officially  baaa 
ragardad  aa  an  antltlaaant  In  tha  Unltad  Stataa.  Tha  largaat 
fadaral  outlaya  for  houalng.  In  fact*  hava  gona  to  appar-alddla 
claaa  hoaa  ovnara.  In  tha  fora  of  daductloaa  for  aortgaga 
Intaraat  and  property  taxaa.  It  la  aatlaatad  that  la  1984  thaaa 
daductlona  vlll  hava  coat  tha  Traaaury  $49.4  blllloa»  vhieh  Is 
aora  than  haa  baan  apant  undar  all  HUD  aaalatad  hoaalag  prograaa 
alnca  tha  Inception  of  public  houalng  la  1937.  60Z  of  thasa 
daductlona  go  to  taxpayera  In  the  top  lOZ  of  tha  laeoaa  raaga 
(Dolbaara,  1983:  figure  2.1,  pp.  68-67). 

The  tvo  principal  prograaa  vhlch  are  directed  at  lov  laeoaa 
populatlona  Include  public  houalng  and  rent  aupplaaanta.  Fablle 
houalng  datea  to  the  National  Houalng  Act  of  1937.  It  was 
originally  Intended  aa  a  puap-prlalng  public  vorka  prograa*  aad 
after  Vorld  Var  II  aerved  tha  needa  of  returning  vataraas.  It 
vaan't  until  the  aaaalve  urban  reneval  and  alua  claaraaea 
prograaa  of  the  1950 'a  that  public  houalng  bacaaa  Idaatiflad  vith 
exclualvely  lov  Incoaa  alnorlty  populatlona.  Aa  large  pablic 
houalng  projecta  bacaaa  "laat  reaort"  houalng  for  tha  acoaoay*s 
caat-offa.  It  bacaaa  aubjaeted  to  official  naglaet*  chroaie 
underfundlng  and  underaalntanance,  and  often  Inaffielaat  aad 
bureacratlc   aanagaaant.   It   bacaaa   an   oppreaaiva   aaaaa   of 
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tftigsAtlslBg  tli«  poor*  ««lat«lBiBf  el«s0  and  r«ei«l  4lTi0iotts» 
•b4  diocrodielBg  Cho  coBcopt  of  pvblie  oBtorpriso  in  o«r  toeioty. 
Vliilo  public  housing  is  ovBod  by  public  sgoneios  (bsbsIIj  local 
hoasiag  aathoritios) •  ie  is  boilt  vith  private  contractors  and 
finaaesd  vith  bonds*  and  its  costs  thus  rsflsct  both  priTSts 
profit  aasiaisation  and  the  inatabilitisa  of  the  private  credit 
aarksta. 

The  other  sajor  lov  incoae  housing  prograss  consist  of  rant 
sapplesents  or  housing  allovancee*  and  are  currently  adaiaisterad 
as  the  Section  8  Frogras.  Under  this  Frogras  participating 
private  landlords  agree  to  charge  qualifying  tenants  "fair 
aarket"  rents*  vhich  sre  based  on  prevailing  rent  levels  as 
deteruined  by  Htn>«  The  governuent  then  uakes  up  the  difference 
betveen  this  sarket  rent  and  the  tenant's  rent  pay«ents«  set  at 
one-third  (feraerly  one-quarter)  of  sonthly  ineose.  As  can  be 
isagined,  this  Frogras  is  highly  inflationary  during  tiaes  of 
rapidly  rising  rents,  vith  direct  subsidy  cost  for  a  nev  unit  of 
Section  8  housing  estiaated  at  |4«000-|5t500  per  year  (U.S. 
Departaent  of  Housing  and  Urban  Developaent*  1982). 

When  all  lov  incoae  housing  prograas  are  considsred 
together*  there  are  soae  4.3  aillion  housing  units  vhich 
currently  receive  soae  fora  of  subsidy*  of  vhich  3.4  aillion  are 
in  urban  areas  adainistered  by  HUD*  vith  the  reaainder  in  rural 
areas  adainistered  by  the  Departaent  of  Agriculture's  Faraers* 
loae  Adaiaistration  (FaHA).  The  HUD  adainistsred  unite  include 
1.2  aillion  unite  of  public  houaing*  and  about  1.3  aillion 
households  receiving  Section  8  payaents  (Dolbeare*  1983:  table 
2.6). 

Hetvithstandlng  the  fact  that  these  prograas  reach  fever 
than  one  out  of  every  four  households  living  in  poverty*  the 
Reagan  adainstration  has  subjected  thea  to  deep  budget  cuts.  The 
1984  Budget*  for  esaapla*  called  for  a  94Z  cut  in  the  level  of 
nev  budget  authority  for  lov  incoae  houaing.  For  existing 
subsidised  units*  the  adainistration  has  proposed  reducing  the 
stock  through  deaolitlon*  conversion*  and  sale.  HUD  plans  to  sell 
or  deaolish  100*000  public  housing  units  over  the  nest  five 
years,  lecipients  of  housing  essistance  vill  be  forced  to  devote 
higher  proportions  of  their  incoae  Co  housing.  As  housing 
difficulties  extend  further  into  the  aiddle  class*  the 
governaent's  approach  is  to  trust  to  the  aarketplace  and  all  but 
eliainate  ita  ovn  ainiaal  role.  Ve  believe  that  thia  ia  a 
prescription  for  disaster  during  the  coaing  decade. 

D.  Frinciples  for  a  Just  Housing  Frograa 

Our  Frograa  begins  vith  the  aaauaption  that  every  person  is 
entitled  to  adequate  housing  at  an  affordable  price.  Such  houaing 
ia  to  be  secure  vith  reapect  to  tenures  to  be  located  in  a 
neighborhood  of  choice;  and  is  to  respect  the  special  houaing 
probleas  of  voaen*  alnorities*  and  other  groups  vho  have 
traditionally  suffered  diserlaination  in  housing  aarkets. 
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Th«  «ark«t  •eoneay  li««  failed  to  proTld*  soeli  hovtimg  to 
those  vho  nood  it  «oot  in  olthor  of  Its  two  prittelpal  stroaasi 
prlvsts  ovnsrshlp  or  rsntsls.  Vs  thsrsfors  proposs  a  third  otray 
of  hooslns,  alongslds  ths  szlstins  tvo«  to  ssrvs  ths  nssds  of  tha 
growing  nnobsrs  of  honssholds  vho  ars  ill*ssrTsd  by  tha 
oarkstplacs.  Ovsr  tios,  ths  rols  of  profit  in  thia  third  strsAS 
vill  bs  slioinatsd,  substituting  instsad  ths  baaie  principla  of 
social  dstsroinatidn.  This  appliss  not  only  to  ths  prodnctiott* 
financing,  ovnarship.  and  aals  of  housing,  hot  to  dsclalon^aaking 
in  ths  housing  sphsrs  in  gsnsral.  Thia  ia  no^  Co  eall  for 
csntralisation  of  housing  prograaa  in  a  fsdsral  burancraey.  Tbo 
fsdsral  govsrnnsnt's  rols  should  bs  lioitsd  to  ssttlng  standards 
and  oininal  rsquirsosnts*  providing  financing*  and  aaonrittg 
snforcsosnt.  Administration  vill  bs  local. 

Ths   Frogran   is   founded   on   ths   folloving  gottoral 

principles: Ti? 

Expand  ths  aoount  of  housing  under  social  ovnsrship. 

By  "social  ownership**  ve  refer  to  bousing  that  ia  opsratsd 
solely  for  resident  benefit  and  is  subjset  to  rssidsnt  cotttrol. 
Such  housing  cannot  be  resold  for  a  profit.  Social  ovnsrship  asy 
take  nany  forms,  including  direct  public  ovnsrshlp  by  govsrrasst 
or  non-profit  sntitiss*  collsctiTS  ovnsrship  by 
rasident*controllsd  corporations  or  nsighborhood  so«ssils» 
non-equity  or  limited-equity  cooperatiTss.  or  non-spseolstivs 
resident  ovnership  of  singls-faoily  hosss.  Kasidsnts  of 
soclally-ovned  housing  vould  pay  rente  according  Co  Crse 
ability-to-pay,  and  vould  have  the  right  to  persanent  oscspsscy 
as  long  as  they  covply  vlth  reasonable  tenure  obligationa. 

Increase  social  control  ever  the  housing  production  procsss. 

Although  in  the  immediate  future  moat  aspects  of  hoosing 
production  vill  continue  to  be  performed  by  the  privsce  sseCor» 
in  the  long  run  all  housing  that  is  produced  under  onr  program 
vill  be  subject  to  social  control.  By  this  vs  rsfsr  to  soeisl 
ovnership  of  the  materials  production  Industriss,  an  incrossingly 
strong  public  and  community  development  aector,  and  a  growing 
role  for  vorkcr-controlled  and  public  eonstrnetlon  eompsnias. 
This  vill  be  encouraged  through  technical  assistance  and  fvnding 
to  non-profit  suppliers  and  developers.  Vithin  this  framework*  we 
envision  a  substantial  amount  of  nev  housing  construction  to  moot 
the  needs  of  nevly  formed  households,  to  rsplses  lose  or 
unrepairable  units,  to  reduce  overcrovding,  and  to  faeilicate 
nobilty  and  choice.  National  nultifamily  hooaing  prodncclsn 
targets  vill  be  set  in  conjunction  vlth  local  houaing  development 
plans.  Additionally,  the  existing  housing  stock  is  to  bs 
converted  to  social  ovnership  vhsre  feasibls,  and  mpgradsd  Co 
appropriate  standards  of  safety,  livability*  spacs,  and 
energy-efficiency. 
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All  ftdyral  f inancint  for  houying  production,  op^rading,  and 
opTatTom  ohottTd  h%  f  rtitad  •«clu«lv«ly  tovrdo  oocially  owaod 
•nd  optraf  d  units,  nnd  ihonld  b%  through  a  ayaf  of  diract 
fadaral  granta.  " 

Tha  dapandanea  of  houaing  prodoetlon,  ovnarahlp,  and 
isprovaaant  on  prlvata  sortgaga  eradit  suat  ba  graatly  raduead. 
Accordingly,  all  of  tha  propoaad  houaing  prograsa  vill  ha 
financed  vith  diract  granta,  in  such  tha  vay  that  va  fond 
■ilitarj  faeilitiaa.  Thia  houaing  vould  tharafora  ba  paraanantly 
dabt-fraa,  vith  no  sortgagaa  or  bonda  to  rapay.  At  tha  aa«a  ti«a, 
aa  a  growing  portion  of  tha  axiating  atoek  la  convartad  to  aoeial 
ovnarahip,  tha  sortgaga  dabt  on  thaaa  propartiaa  vill  ba  paid  off 
ovar  tiaa,  and  avantually  alisinatad. 

Tha  apaculativa  privata  uaa  and  diapoaition  of  land  ia  to  ba 
controlled. 

Land  ia  a  acarca  raaourca,  acquiring  such  of  ita  Taloa  by 
public  action.  Land  baa  a  parvaaiva  influanca  ovar  comaunity 
lifa.  Ita  control  ia  an  indiapanaaabla  alasant  in  planning  for 
aociaty'a  naada.  Ita  riaing  coat  ia  a  aignificant  datcrrant  to 
houaing  davclopaant  and  co««unity  planning.  Tha  aaount  of  land 
undar  aoeial  control  and  ovnarahip  ia  to  ba  azpandad,  and 
axiating  public  landa  praaarvad,  through  govarnaant  and  co««unity 
land-banking.  Public  control  ovar  privata  land  vill  ba  achiavad 
through  a  variaty  of  regulatory,  tax,  and  planning  aaaaoraa. 

Incraaaa  raaidant  control  ovar  neighborhood  decialona. 

To  aaaure  that  local  houaing  prograaa  are  reaponaive  to  the 
needa  of  lov-  and  ■oderate-incoaa  and  ainority  neighborhooda ,  the 
raaldenta  of  auch  neighborhooda  ahould  be  increaelitglr  involved 
in  developsent  and  aervice  daciaiona.  Such  control  «uat  operate 
vlthln  a  baaic  non-axcluaionary  frasevork,  and  ahoult  not  ba 
conatrued  to  exclude  or  deny  accaaa  or  opportunity.  Control  «uat 
include  control  over  private  developaent  decialona  that  affect 
the  veil-being  of  the  neighborhood.  At  a  ■lni«u«,  thia  aaana  that 
any  private  developaent  activltiaa  auat  involve  neighborhood 
input,  and,  vhere  deterained  to  be  detriaental,  ahould  ba 
strongly  regulated  to  aa  to  ■iniaize  adverae  iapacta. 

The  dlacrlainatory  and  excluaionary  uaea  of  houaing  ahould 
be  elialnated. 

Racial  ■inorltiea,  voaan,  and  the  lov-incoaa  elderly  are 
aaong  the  principal  groupa  that  continue  to  auffar  pervaaiva 
diacrlBlnation  and  excluaion  in  aoat  houaing  aarkata.  Thaaa  foraa 
of  oppreaaion  auat  be  ended.  Beyond  that,  an  affirsativa  effort 
■uat  be  Bade  to  provide  houaing  in  forsa  and  locationa  that 
addreaa  the  apecial  aituation  of.  auch  groupa,  aa  veil  aa 
aafeguard  the  right  to  reaain  in  place  or  aove  to  other 
neighborhooda  of  choice.  Houaing  reaourcea  «uat  alao  be  targeted 
for  the  revitalizatlon  of  axiating  alnorlty  coBSunitiaa,  vhile  at 
the  aaae  tine  expanding  the  right  of  Bobility  for  ainority 
realdenta   by   providing   Increaaad   houaing   optiona   in   other 
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nalshborhoods  of  cholc«.  Bf forts  %v  Also  nm%4m6  to  4oTOlop 
hottolBg  of  approprlAto  slsot  typo*  and  doslsn*  to  froo  voaon  froa 
do«o0tlc  opproooloB. 

loooorcoo  for  hoootng  ond  notthborhoodo  aggt  bo  •llocaf  d 
oquitably,  on"tho  boolo  of  nood« 

Funds  ohoold  incroaolBgly  ko  torgotod  for  pvrpooea  that 
bonoflt  lov  and  aodorato  ineoat  and  alnorlty  hovsoholdo.  la  tho 
long  run.  In  ordor  to  provido  docoBt.  affordable  hovaiag  aad 
▼labia  BtlghborboodSf  tba  lovsl  of  rosonrcos  allocated  to  boaalag 
•oat  ba  subatantlally  iBcraaaod.  A  aajor  ahlft  1«  apoBdiag 
prlorltlas— «ost  Botablj  avay  fro«  ttilltary  apaBdlBg—la 
Baeassarj  to  provlda  sufflelaBt  funding  to  aaot  tba  bonaiag 
objactlvas  of  tbla  Progras.  lavoBuas  Boat  ba  gaaaratad  la  • 
prograaalva  vaj»  tbrougb  tba  allalaatloB  of  laoqwltablo  tax 
loopbolaa  and  tba  adoption  of  prograaalva  tax  aaaanraa. 

B.  Our  Vision 

Our  bops  Is  to  provlds  bousing  tbat  aaata  tba  naada  of  tboaa 
lov  and  aodcrata  Ineoaa  booaaholda  vblcb  ara  not  aarvad  by  tba 
praaant  syscca.  Vc  bsllava  tbat  tba  eoaaualty  baa  aa  obligatioa 
to  provide  housing  tbst  Is  affordable  to  all  aegaeata  of  its 
populacloB.  To  aeblave  tbla  end«  ve  offer  loag-tera  aeaaaarea 
vbleb  can  aerve  aa  a  guide  for  future  actloa.  Va  haTO  aa 
lllualona  about  our  Frograa  being  adopted  In  tbe  laaedlata 
future.  In  the  present  political  cllaate.  But  ve  flraly  belloTO 
tbat  aa  tbe  boualng  altuatlon  voraeBa«  tbeae  aaaaarea  vlll  eoaa 
to  have  broad  appeal. 

Our  Frograa  eapbaslzes  social  bousing  ovasrsblp— a  fora  of 
ovnersblp  based  on  tbe  needs  of  tbs  ussr.  Tbs  rights  of  aaa 
ordinarily  associated  vlth  private  ovaerablp  are  aacared  aad 
enhanced:  aecurlty  of  tenure,  privacy,  tbe  right  to  aodlfy  oae'a 
living  envlronaent.  Only  the  right  to  profit  la  boaaiag  la 
unavailable  to  thoae  houaeholda  vho  chooae  tbla  altaraativa 
atreaa.  Becaoae  auch  boualng  la  nonprofit  vlth  reapact  to 
production,  financing,  and  ovnerahlp,  Ita  greatly  redaead  caat 
vlll  Include  only  operating  and  aalataBaaea  expeaaea. 
Nonetheless,  subsidies  vlll  be  provided  to  aaaare  tbat  raat 
payaents  reflect  true  ability  to  pay.  Social  boualng  la  operated 
only  for  resident  and  coaaunlty  benefit. 

The  social  housing  stock  vlll  Increaae  both  aa  a  reaalt  of 
our  production  prograaa,  and  froa  converalon  of  aarkat  boaaiag  ta 
social  ovnersblp.  At  tbe  saae  tlae  the  exlatlng  aoeial  boaaiag 
atock — Including  public  boualng.  Halted  equity  cooperataa*  aad 
aoae  aaalated  boualng— conaCltotea  a  national  reaooree  thraataaad 
vlth  deaolltlon  or  aale  to  private  ovnerahlp.  Our  prograa  vlll 
arreat  tbeae  proceaaes,  aalntalnlng  and  enhancing  tha  axlatiag 
stock. 
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SpttcolaeloB  la  housiiif  cAanot  dis«pp«ar  ovtraight.  Haay 
adjttstacnts  art  aaecaaary  as  v«  aova  froa  a  hoosiag  ayataa 
charaetarlsad  by  Inadaquata  aad  evarptlcad  aeeoaodatloas  la 
•agragatad  and  laaaeura  naighbothooda*  to  tlf  klads  of 
raaldantlal  aavlronaaats  that  ara  our  goal.  For  thasa  raaaoaa  va 
hava  offarad  a  nuabar  of  ahort-tara  prograaa  vhleh  aaallorata 
praaaat  eondltiona  and,  la  aoaa  eaaaag  built  dlraetly  lato  oar 
longar-tara  objaetlvaa. 

Our  draft  prograa  ontllnas  four  laglalatlva  propoaala 
daalgnad  to  aaat  tha  abova  goala: 

1.  tha  national  Houalng  Production  and  Flnanea  Act; 

2.  tha  National  Houalng  Convaralon  Act; 

3.  tha  National  Roaa  Protactlon  aad  laprovaaaat  Act;  and, 

4.  tha  National  Prlvata  Tanant  Protactlon  Act. 

Additionally,  va  dlacuaa  f adarally-aandatad  local  prograaa  vhleh 
ara  to  aarva  at  tha  vahlcla  for  laplaaantatlon  of  thaaa  aaaauras. 
Finally,  va  conclude  vlth  ahort-tara  tax  rafora  and  flaaaca 
aaaturat  vhleh  vlll  further  our  ovarall  objactlvaa. 

Footnotaa 

1.  This  aactlon  la  partially  adaptad  froa  Achtanbarg  and  Marcuaa 
(1983),  tvo  aaabara  of  tha  taak  forca  vhleh  draftad  tha 
National  Coaprahanalva  Houalng  Prograa. 

2.  Tha  BUD  atudy  auffara  froa  algnlf leant  aathodologlcal  flava 
vhleh  randar  Ita  conelualona  doubtful.  For  a  collaetlon  of 
critiques  aaa  U.S.  Houaa  of  lapreaantatlvea  (1984). 

3.  For  auch  an  analyals,  see  Stone  (1980,  1983),  Rybeck   (1982), 
the   collection   of  readlnga  In  Bartaan  (1983a),  Dovna  (1983), 
Sternlleb  and  Hughes  (1981),   U.S.  Coaptroller  General  (1979), 
and  U.S.  Presldent'a  Coaalaalon  on  Houalng  (1982). 

4.  Thla  aactlon  Is  also  partially  adapted   froa  Achtenberg   and 
Marcuaa  (1983). 
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Chapter  lis 

L«si«lativ«  Finding  and  LaglalatlTa  Ineant 

Tha  National'  Cosprahanalva  Houalng  Frograa  raltarataa  Clia 
National  Hooalng  Goal  of  tha  National  Houalng  Act  of  1949 »  that 
•vary  Asarlean  la  entitled  to  "a  decent  hove  and  anltahle  living 
environsentf"  and  updatea  the  Act  aa  appropriate.  It  fnrther 
■akea  flndinga  that  the  availability  of  houalng  vhieh  la  dacant* 
aafe,  aanitary*  affordable,  eonpatlhle  vith  reaidenta*  needs  and 
under  reaident  control  la  of  vital  natlonvlde  isportaaca.  It 
eatabliahee  that  the  attalnnant  of  the  National  Houalng  Goal  ia  a 
priority  of  the  higheat  order.  It  declarea  that  local*  atata*  and 
federal  governsenta  have  a  reaponaibillty  to  uae  their  povara  te 
■eet  the  houalng  needa  of  all  aegsenta  of  the  coasunity.  Finally* 
It  eatabliahee  that  in  order  to  «eet  theae  houalng  needa»  it  ia 
vital  that  a  "third  atreas"  of  aocially  ovned  and  reaident 
nanaged  non-profit  houalng  be  created  alongalde  the  axisting 
atreana  of  private  owner-occupied  and  rental  houalng. 


Digitized  by  VjOOQIC 


2955 

Chapc«r  III: 

Principal  Prograa  Coaponancs 

A.  Bvll41ng  V«v  Social  lovalng  and  lahablllcatlng  Kzlatlng  MarkaC 
lovaing  Acqvlrad  for  Social  Ovnarahlps  Tha  Vaclonal  lovalng 
Prodveclon  and  Plnanea  Act 

Tha  Vaclonal  Rovalng  Prodveclon  and  Flnanea  Aec  aaca 
ancional  prodveclon  and  rahablllcatlon  goala.  providing  for  lov 
and  Bodaraca  ineoaa  hovalng  chat  la  ovcalda  cha  privaca 
proflc-orlancad  aaccor  in  Caraa  of  prodveclon,  flnanea.  and 
ovnarahip.  Prodveclon  la  Co  ba  dlraecad  Ineraaaingly  covarda 
■on-proflc  bvlldara  and  davalopara.  Flnanea  la  bald  to  ba  cba 
raaponaiblllcy  of  cba  fadaral  goTornnanc  racbar  cban  privaca 
cradle  Inaclcvclona*  and  la  aeeoapllabad  cbrovgb  a  ayacan  of 
diract  eaplcal  granta.  Ovnarahlp  la  Co  ba  aoclal  racbar  cban 
proflc-orlancad*  raaclng  in  cba  banda  of  raaidanca.  pvblie 
aganclaat  or  eoaavnlcy  organlsaciona.  In  all  Inacaneaa* 
aanagaaanc  daelalon-aaklng  la  Co  ba  avbjaec  Co  raaldanC  conCrol. 

In  growing  loealaa  nav  eonatrvcclon  of  aoelally-ovnad 
hovalng  vlll  ba  a  flrac  prlorlcy  vndar  cbla  AeC  In  araaa  cbaC 
ara  not  grovlng— or  ara  daellnlng  in  popvlacion— aequlalclon  and 
avbatantlal  rababllltaclon  of  cba  azlaclng  datarloraclng  rancal 
hovalng  atock  aay  proTa  aora  avltabla,  for  ovnarablp  aa  pvblie 
hovalng.  conavnlty-ovnad  hovalngt  and  aqvlty  controllad 
cooparatlTaa.  Additionally*  aoaa  of  tba  prlTataly-ovnad  bovaing 
that  vlll  ba  conTartad  to  tba  aoclal  aaccor  vlll  racaiva  avpporc 
ondar  ocbar  parta  of  cbla  Prograa  (aaa  Saccion  III.B.  balov). 

1.  Frodvctlon 

Social  factor  vnita  ara  cba  only  vnita  Co  ba  conatrvctadt 
rahabilitatad,  or  flnanead  vndar  cbla  Act,  vbleb  calla  for  a 
radiraetlon  of  all  fadaral  financial  aaalatanea  Co  tha  non-profit 
aactor.  All  aoeially  ovnad  bovaing  vnita  ara  to  ba  targatad 
tovarda  lov  and  aodarata  Incoaa  bovaaholda. 

Tha  Act*a  prodvctlon  and  rababilitation  goala  vlll  taka  into 
accovnt  all  othar  coaponanta  of  tha  Prograa*  Inelvdlng  tha 
qvality  of  tha  axlatlng  bovaing  atock;  praaarvation  and  vpgradlng 
of  axlatlng  aoclal  bovaing  vnita;  targata  for  conTorting  privata 
rantal  vnita  to  tha  non-aarkat  aactor;  and  abortagaa  confronted 
by  apaclfle  popvlatlon  grovpa.  Altbovgb  initially  tba  naada 
aaaaaaaant  vlll  ba  baaad  on  a  national  avrvay*  aTantvally 
localitiaa  vlll  eondvct  tba  nacaaaary  atvdiaa  aa  part  of  tbalr 
fadarally-aandatad  bovaing  plana  (aaa  Section  IV  balov) *  taking 
into  accovnt  thair  fair  abara  hovalng  naada.  Prodvctlon  and 
rababilitation  goals  vlll  ba  raaaaaaaad  and  raviaad  avary  fovr 
yaara*  on  tba  baala  of  aetval  parforaanca.  Aa  a  flrat  atap* 
200*000  nav  aoclal  hovalng  vnita  par  year  vlll  ba  eonatrvctad  and 
an  additional  400*000  vlll  ba  avbttantially  rahabilitatad* 
pending  tba  conplation  of  a  national  naada  aaeaaaaant  and  tba 
adoption  of  local  plana. 
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Alehottgh  th«  Prograa  !•  lialcsd  to  •oelally-ovB«4  ho«siag» 
d«T«lopa«ac  aay  laltally  b«  uod«rcak«a  by  for-profit  eoapaaios* 
non-prof it  groups*  and  public  agoaeloo  oveh  as  public  hoaaiag 
authorlclaa  and  radoTalopaanc  agaaelaa.  For-profit  davalopara 
Buac  abide  by  tha  proTlaloaa  of  tba  Act  aa  daacrlbad  iaaadiataly 
balov.  DoTalopaanc  propoaala  vlll  ba  aollcltad  aa  part  of  tka 
local  bovalng  planning  procaaa.  daacrlbad  in  Saetloa  Z¥«  Za  tha 
long  ran.  It  la  eha  objactlva  of  chla  Act  to  ataar  prodaetioa 
covarda  eha  "third  atraaa"  of  non-profit  davalopara  aad  public 
aganciaat  vhoaa  principal  concarna  ara  vith  providiag  kaaaiag 
rathar  than  profit  aaxiaising.  Thia  vlll  ba  accoapliakad  by 
offaring  tachnical  aaaiatanca  and  additional  faadiag  ta  gack 
groupa.  It  is  anticipatad  that  actual  conatructioa  vlll  likaly  ba 
dona  initially  by  privata  for-profit  buildara.  givan  tha  praaaat 
natura  of  eha  housing  dallTary  ayataa.  Undar  thaaa  eoaditiaaa* 
bidding  vlll  ba  coapatitlTs  and  profita  raatrictad. 

On  all  social  houaing  production,  tha  folloving  additiaaal 
guidaliaas  vlll  ba  aaadatory:  (1)  prsTailiag  vagaa  auat  ba  paid* 
axcape  in  tha  casa  of  salf-halp»  coaaunity-baaad»  ar  "avaat 
aquity**  projacts;  (2)  DaTis-Bacon  vagaa  auat  ba  paid*  vith  tha 
prsTloua  axcapeiona;  (3)  aatariala  and  aquipaaat  vlll  ba 
purchasad  froa  union  shops  and/or  vorkar-ovaad  buaiaaaaaa*  vhera 
possibla;  aad  (4)  affiraatiTs  action  principlaa  vlll  ba  raqairad 
to  ancouraga  tha  hiring  and  training  of  groupa  traditioaally 
azcludad  froa  construction. 

2.  Financing 

All  fadaral  funding  for  houaing  conatructioa  aad 
rahabllitatloa  should  ba  liaitad  to  aithar  aocially  ovnad  hoaaiag 
or  privataly  ovnad  units  that  ara  conTsrtlng  to  tha  aaeial 
sactor.  Thara  should  ba  no  fadaral  financial  aupport  for  privata 
saetor  housing  production  or  rahabilitation. 

All  fadaral  aubaidy  prograaa  for  houaing  conatructioa  aad 
rahabilitation  vlll  consist  axclualTsly  of  diract  granta.  Oaly  la 
this  fashion  can  costs  ba  eontrollad  and  tha  prodaetiaa  of 
affordabla  houaing  disaataaglad  froa  privata  capital  aarkato* 
vhoaa  acoaoaic  cyclaa  and  Tolatila  intaraat  rataa  vara  ohova  ia 
Part  I  to  add  appraciably  to  production  coata*  Thara  it  voa 
arguad  that  tha  traaandoua  (and  rapidly  graving)  volaaa  af 
aortgaga  cradit— praaaatly  aatiaatad  at  half  tha  6VP— thraotaaa 
tha  atablllty  of  tha  antira  cradit  aconoay.  Tas  axaapt  baado» 
aaothar  fora  of  goTsrnaant  aubaidy.  vara  alao  aaaa  to  ba  kigkly 
inaffieiant.  priaarily  banafiting  tha  vaalthy  (vha  eaa  akaltar 
thair  iacoaa  froa  taxaa  by  auch  InTaataaata) •  and  coatiag  aara 
than  diract  capital  grants.  Tha  aoat  coat-af factiva  aatkad  far 
producing  aubaidisad  houaing  ia  through  aubotitatiag  diract 
granta  for  both  aquity  and  dabt  capital. 
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Social  houslas  prograns— Ilka  othar  fadaral  prograaa— ahovld 
ba  fuadad  dlraetly  through  tha  fadaral  budgatary  proeaaa.  Graota 
vlll  ba  nada  dlraetly  to  localltlaa,  or  to  othar  agaaclaa 
(aatroplltao-ragloaalt  atata)  vhara-  approprlata»  la  aeeordaaea 
vlch  local  houalag  plana  (aaa  Saetloo  !▼  balov) •  Tha  lapadlnaata 
to  auch  a  prograa  ara  largaly  idaologlcal  and  political*  rathar 
than  aeoaoalc.  Military  hovalag  la  a  prlaa  axaapla  of  auch  an 
approach.  lo  coaaualtlaa  vhara  tha  privata  hovalog  acoek  la 
laadaquata»  tha  araad  aarvlcaa  hava  bvllt  ovar  400*000  volta  of 
off-baaad  faaily  houalag  for  thalr  paraoaoal.  Coaatructloa, 
■alataaaacct  and  aodaralsatloa  haa  baaa  by  aaaaa  of  dlract 
allocatloaa  froa  Coograaaloaal  approprlatloaa  to  tha  Dafaaaa 
Dapartaaat  budgat.  Othar  axanplaa  locluda  Tha  FaHA'a  Saetioa 
514/516  prograa,  vhlch  haa  baaa  auccaaaful  la  produclog  lov-coat 
rural  houalag*  aad  aora  raeantly  R0DA6  and  Rantal  Rahabllltatloa 
graata.  (Thaaa  dlract  grant  prograaa  ara  of  couraa  not  raatrictad 
to  aoclally  ovoad  houalag*  aad  tharafora  aarva  alao  to  aubaldlsa 
tha  laafflclaaclaa  of  tha  aarkatplaca.) 

A  portloa  of  fadaral  capital  fuodiag  ahould  go  tovarda 
public  aita  acqulaltloa*  through  laad  baoklag  or  othar  aaaaa  to 
acquire  altaa  for  socially  ovnad  houalag.  Vhlla  tha  axaet 
portloa  daTotad  to  auch  purpoaaa  auat  ba  dataralnad  lo  aeeordaaea 
vlth  tha  OTarall  plaaaiag  proeaaa*  tha  objactlTa  la  to  raduca 
future  eoata  of  public  dcTalopaaat  by  acqulrlag  tuitabla  laad  aa 
it  bacoaaa  aTailabla. 

Coata  of  operating  aoeially-ovaed  houalng  vlll  ba 
eoaalderably  lover  thaa  la  the  private  aector*  alace  they  vlll 
reflect  oaly  operktloa  and  aalntananee.  Direct  flnaaclag  of 
coaatruction  vlll  raaoTe  the  aubataatlal  capital  coat  coapoaant 
of  reatal  ehargea*  vhlla  aoclal  ovnerahlp  vlll  eliaiaate  ordinary 
laadlorde'  proflta.  Daapite  tha  lover  eoata*  aaay  houaeholda  vlll 
atill  hava  iacoaea  too  lov  to  coTer  aoathly  operatiag  and 
aainteaanca  eoata*  and  ao  each  aoclal  unit  vlll  recaiva  a 
coBBltaaat  of  project-baaad  operatiag  aubaldlea.  Thaaa  aubaldlaa 
vlll  alao  be  aTailable  to  prlTately-ovaed  rental  uaita  in 
coaaunltlea  that  have  adopted  atrlagent  regulationa  oa  private 
raatal  houalag*  aa  aa  iacentlve  to  thoae  coaauaitlea  to  adopt 
auch  regulationa.  (la  auch  eaaea  the  aubaldlea  caa  aot  be  paaaad 
through  to  the  ovnere  aa  higher  profits;  aaa  Section  III.D. 
balov.)  The  ualTeraal  operatiag  aubaldlea  vlll  aarve  to  graatly 
eahanea  af fordablllty*  vhlla  inereaalag  the  attractlTeaess  of  the 
aoclal  houalag  aeetor. 

▲a  aotad*  operatiag  aubaldlaa  are  aeeeaaary  laltlally 
beeauae  glTea  the  preaent  iacoae  dlatributloa*  there  vlll 
frequeatly  reaala  a  gap  betveea  ability  to  pay  and  reata*  aven  in 
tha  aoclal  houalag  aeetor.  Ability  to  pay  la  a  fuaetion  of 
dlapoaable  household  lacoaa  after  apeadiag  outlaya  oa  auch 
aon-ahelter  neceaaltlaa  aa  food*  health  care*  clothing*  and  ao 
forth.  Thia*  of  course*  Tariea  vlth  houaahold  slse  and  othar 
characteristics.  la  19S0  it  la  eatiaated  that  32Z  of  all  Aaerican 
houaeholda*  43Z  of  reaters*  aad  fully  95Z  of  all  houaeholda  vlth 
four  or  aora  peraoaa  aad  iacoaea  uader  $15*000*  vere  paylag  aora 
thaa   they  could  afford   for  shelter.  These  operatiag  subsidiaa 
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vlll,  hov«T«r»  b«  eon«ld«rably  lov«r  than  tho8«  r«q«ir«4  la  tk% 
pr«««at  8«etloo  8  prograa*  r«fl«ctlag  ch«  lov«r  r«aC8i  w« 
••elaat«  eh«B  ••elBae«d  at  approzlaacaly  oaa-chlrd  of  8«eciQa  • 
•vbsldlts,  or  an  ATorago  of  about  $2400  par  vait  aaaaally.  Oalika 
Sactloa  8»  vblch  roqvlraa  raelploata  Co  pay  30Z  mt  ckeir  iaeoaa 
rogardlaaa  of  bov  lov  tba  lacoaa  or  boa  largo  cba  hoaaahold  (aad 
tbaroforo  Ita  aoa-boaalag  axpaaaoa)*  cho  oporaclag  aabaidiaa 
propoaod  la  tbla  Soetloa  vill  aot  aabtraet  froa  faaily  iaeaaa 
aaadod  for  ocbor  aoeaaaltloa. 

▲a  adaqaato  prograa  of  oparatlag  aabaidiaa  far 
aoelally-oaaod  boaalag  voald  tborofora  raplaea  Cba  praaaac  "301 
of  laeoaa"  foraula  by  oaa  cbat  raflaeta  aetaal  ability  to  pay*  Am 
a  first  atop  towards  tba  raplaeaaaat  of  tba  arbitrary  "301 
foraala**  vitb  oaa  tiad  to  traa  ability  to  pay  critaria*  tha  30X 
ratio  vould  ba  appliad  to  adjaatad  aaaaal  iaeoaa  aa  raata*  tba 
adjaataant  coaaiatiag  of  a  11200  daduetioa  for  aaeb  boaaahald 
aaabar,  plua  cblld  ears  aad  aztraordiaary  aadieal  aapaaaaa*  Oadar 
tbla  foraula  a  four-parson  faally  vltb  aa  aaaaal  total  iaaoaa  af 
I20»000  vould  pay  $380  la  aoatbly  raat  (23X  of  total  iaaoaa)* 
vltb  aay  dlffaraaca  batvaaa  raat  aad  actual  boaalag  coat  aavarad 
by  tba  oparatlag  oabaidy.  ▲  four  paraoa  faally  aaraiag  $10»000 
aaaaally  vould  pay  $130  par  aoatb*  or  16Z*  vbila  a  tva  paraaa 
aldarly  bouoahold  aaraiag  $6 .000  vould  pay  oaly  $90  par  aoath*  ar 
18Z.  OTar  tlaa  tba  foraula  could  ba  adjuatad  to  taka  lata  aaaaaat 
actual  aoa-obaltar  axpaaoaa*  aa  approacb  vbieb  voald  ba  aora 
accurata  aad  aqultabla  altbough  aoaavbat  aora  coaplaa  to 
adaiaiatar. 

la  tba  loag  rua»  oparatlag  oubaidlaa  could  ba  raplaaad  by  a 
aagatlTa  laeoaa  tax  vblcb  vould  aaabla  lovar  iaeoaa  paopla  ta 
aaat  tbalr  obaltar  aad  otbar  aaads  adaqaataly.  Tbla  voald 
aazlalsa  tba  fraadoa  to  cbooaa  batvaaa  abaltar  aad  atkar 
axpaadlturao.  Sucb  a  prograa  praauppoaaa*  bovoTar*  aa  adaqaataly 
ragulatad  bouolag  aarkat  vltb  a  strong  social  aaetor*  Za  tka 
abaaaca  of  thaoa  coadltloaa,  coaauaar-baaad  aabaidiaa  caa  oaly 
fual  bouolag  (aad  othar)  laflatloa,  tbaraby  graatly  iaaraaaiag 
tba  coot  of  tha  auboldy  prograa. 

Tho  full  Productloa  Prograa  vill  laltially  provide  200*000 
navly  coaotructod  uaita  aad  400,000  aubataatially  rababilitatod 
aalto  par  year.  Addltloaally,  oporatlag  aubaldiao  vill  raaak  a 
total  of  5  alllloa  aalta.  Vav  eoaatraetloa  eoata  are  eotiaatad  at 
180,000  par  ualt,  or  $16  blllloa  total;  rababilitatioa  casta  at 
$40,000  par  ualt,  for  tha  aaaa  total  aaouat.  Avaraga  par*aait 
oporatlag  aabaidiaa  vill  coat  1200  par  aoatb*  ar  $12  billioa 
aaaaally.  Tba  total  cost  of  tba  Productloa  Prograa  la  tkarafara 
$44  blllloa  par  yaar. 

It  la  iaportaat  to  rapoat  a  poiat  proTioaaly  aada  ia  Fart  It 
tba  quastloa  of  bouslag  flaaaca  altlaataly  dapaado  aa  aatiaaal 
spaadiag  priorltloa.  Tbara  la  ao  abortaga  of  capital  for  tbla  ar 
aay  aoclal  objactlTo.  Thara  la,  bovoTor,  a  abortaga  af  affardabla 
capital,  vblcb  raaulta  froa  tbraa  aoarcaas  tba  aiaallocatiaa  of 
raaourcao  to  aoa-productlTo  aaaa*  principal  aaoag  vbiek  is  tba 
bloatad  allltary  badgat;  tba  raliaaca  oa  privata  cradit  aarkota 
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for  fundings  and  vasttful  •pseulatlon  rathtr  than  productlTa 
InTastaanc.  Alehough  v«  haTt  addraaaad  only  tho  laetar  tvo 
problaaa,  it  should  ba  claar  ehat  no  adaquata  houalnt  prograa  la 
poaaibla  without  tha  radiraction  of  a  aianif leant  portion  o7 
currant  Military  apandintt  for  vhleh  aoaa  $313  billion  haa  baan 
propoaad  for  flacal  1985.  Thara  la  no  aaglc  foraula  by  vhleh  tha 
naeaaaary  aaounta  of  nav  funda  eaa  ba  ganaratad,  abort  of  a  aajor 
raduetion  in  allltary  apandlng.  Although  aoaa  llnltad  funda  ean 
ba  ganaratad  by  allalnating  Inaqultlaa  in  tha  praaanc  tax  ayataa 
(aaa  Saetlon  ▼•▲  balov),  an  adaquata  houalng  progran  vlll 
avantually  raqulra  a  ahlft  In  national  priorltlaa  and 
eoaaitaanta. 

1.  Convartlng  Kzlatlng  Houalng  to   Social  Ovnarahlp:  tha  Vatlonal 
Houalng  ConToraion  Act 

CouTaraiona  froa  tha  privata  to  tha  aoclally  ovnad  houalng 
aactor  aay  occur  althar  bacauaa  an  axlatlng  ovnar  vlahaa  to  aall; 
la  forcad  to  do  ao  bacauaa  a/ha  facaa  aortgaga  or  proparty  tax 
foracloaura,  or  coatly  raqulrad  coda  anforcaaant;  or  flnda 
hla/haraalf  In  racalTarahip.  In  any  caaa,  thara  auat  azlat  a 
aoclal  ovnar  vho  la  tachnlcally  and  financially  capabla  of 
acquiring  tha  proparty.  rahabllltating  It  If  naeaaaary  vhlla 
aToidlng  diaplacaaant*  and  ranting  it  at  an  affordabla  laval. 

1.  Rantal  Houalng  CouTaralon 

Undar  tha  proTlaiona  of  thla  Act*  tha  fadaral  goTarnaant 
vlll  proTlda  financial  and  tachnleal  aaaiatanea  to  localitlaa, 
vhleh  vlll  in  turn  aat  couTaralon  targata  aa  part  of  chair 
fadarally-aandatad  houalng  plana  (aaa  Saetlon  IV  balov).  In 
addition  to  adalnlatarlng  tha  funda  and  providing  tachnleal 
aaaiatanea  to  groupa  undartaklng  convaraiona*  loealltiaa  vlll  ba 
raaponalbla  for  aatabllahlng  lagal  aachanlaaa  vhleh: 

*grant  tha  right  of  flrat  purehaaa  option  to  tananta 
organisationa*  eoaaunlty  groupa*  govarnaant  antltlaa* 
or  othar  lagally  dafinad  aoclal  ovnara; 

*aatabllah  a  foraula  for  dataralnlng  tha  aaxlaua  buy-out 
prlea  that  aay  ba  paid  uaing  public  funda*  In  ordar  Co 
dlaeouraga  purchaaaa  that  ara  axcaaaivaly  coatly  (a.g., 
luxury  unlta*  apaculativaly  priced  unlta); 

*apall  out  procaduraa  for  dataralnlng  tha  proportion  of 
tananta  required  for  flrat  option  purchaaaa*  vhlla 
protecting  tenanta  vho  chooaa  not  to  buy  into  tha 
eonvaralon; 

*raquira  paraanant  aoclal  ovnarahlp  once  cranafar  la 
eoapletad  (i.e.,  no  houalng  la  avar  aold  out  of  cha 
aoclal  houalng  atock  unlaaa  aoaa  clear  public  purpoaa 
la  aarvad); 
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*««eabllsh  proetdvrts  for  tpttdy  local  tax  titla  soarek* 
eo  aoabla  localltlaa  to  obtain  control  of  hovalag  that 
la  in  tax  arraara;  and 

*proTlda  a   las^l  daflaltloa  of   tba  Tariova   aocial 
ovnarahlp  foraa  that  vlll  qualify  for  funding  vadar  Cka 
proTlaioaa  of  this  Act. 

Tha  purchaaa  price  for  conToraiona  vill  ba  dataraiaad  by 
aarkat  Talua.  Aa  a  raault  of  tha  long-tara  Prograa  baing  propaaad 
hara,  uadar  coaditioaa  of  adaquata  avpply  and  ia  tha  abaaaca  af 
tax  ahaltariag  and  apaculation,  aarkat  Talaa  vill  avantaally  fall 
to  Bora  cloaaly  raflact  tha  ntiliaation  valtta  of  tha  aait*  Tkia 
ia  tha  Talva  of  tha  unit  aa  a  placa  of  raaidaaca*  taking  lata 
account  auch  faetora  aa  location*  condition,  apnea*  aad 
aaanitiaa,  vhila  axcludiag  tha  affacta  of  tax  ahaltariag  aad 
apaculation.  Until  auch  conditiona  ara  raalisad  99  a  conaaqaaaaa 
of  thia  Prograa,  hovaTar,  tha  paying  of  full  aarkat  prica  aay  ia 
aoaa  placaa  ba  coatly  aa  vail  aa  aupportiTa  of  a  apaealativa 
pricing  ayataa.  For  thia  raaaon  localitiaa  ara  raquirad  to  aat 
aaxiaua  purchaaa  pricaa  for  diffarant  typaa  of  unita. 

In  addition  to  thaaa  aaaauraa.  proTiaioa  ahoald  ba  aada  far 
a  paraanant  offar  of  purchaaa  at  a  raaaonabla  prica  of  any  lav  ar 
aodarata  incona  rantal  proparty  in  vhich  tha  aortgaga  haa  baaa 
paid  in  full  and  to  vhich  tha  ovnar  holda  claar  titla.  Tha  local 
gOTarnaant*  uaing  fadaral  funda*  vould  ba  the  principal 
purehaaing  agency,  and  vould  aubaaquantly  aithar  tranafar  aaeh 
houaing  to  an  appropriate  aoeial  ovnar  or  voald  adaiaiatar  it 
through  tha  local  houaing  authority.  Tha  parpoaa  af  Chia 
proviaion  ia  to  facilitate  property  tranafera  in  vhich  tha  avaer* 
for  vhateTer  reaaon*  viahea  to  divaat  hia/haraalf  of  property  at 
a  fair  price.  Such  a  proTiaion  vould  ba  vail  publicised*  voald  ba 
especially  attractiTa  to  ovnera  vho  aupport  the  eoneapt  ef  aoeial 
houaing,  and  vould  expedite  quick  tranafar  to  aoeial  ovnerakip  by 
providing  vhat  ia  essentially  a  atanding  offar  to  buy. 

Lov  and  aodarata  incoae  rental  property  that  ia  beiag 
forecloaed  by  the  bank  or  tax  collector  vill  alao  provide  aa 
iaportant  aource  of  social  houaing  eonvaraiona.  Votiee  ef 
iapending  foreclosure  proceedings  aust  be  provided  Co  Cke 
appropriate  local  houaing  agency.  In  thoae  forecloeare  eaaea 
vhere  the  aarkat  value  of  the  property  exceeda  the  back  tesea  ar 
debt,  the  locality  vlll  offer  to  purchaaa  the  propertiea  fra« 
their  ovnera  for  an  aaount  not  to  exceed  that  value*  Ckereby 
acquiring  the  property  for  the  aoeial  aactor.  Such  an  offar  vill 
be  subject  to  the  aaxiaua  price  llaltatioaa  for  eoaveraioaa»  aa 
indicated  above.  Back  taxea  vlll  be  paid  upon  parckaaa.  Xa  aaat 
Inataneea  the  loans  vlll  alao  be  paid  in  fall*  althoagk  Che 
aoeial  ovnar  any  in  aoae  eases  vish  to  aaauae  the  loaa  <aa  vkaa 
the  Intereat  rate  la  axtreaely  lov)  in  order  to  lover  ahort-tem 
eoata.  (Long-tera  coata  are  aiaiaisad  by  payiag  alldebta  apoa 
aequiaitioB.)  In  thoae  cases  vhere  the  debta  exceed  the  aarkat 
value,  the  property  can  alaply  be  alloved  te  go  tkroagk 
forecloaure  proceedings.  Under  the  provisiona  of  thia  Act*  tba 
local  governaent  or  other  social  entity  vill  have  firat  optiea  to 
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pnrchast   th«  property  froa  ch«  baok  or  th«  tax  collaetor  for  Ch« 
aaouBt  of  ch«  roaalnlag  dobt  or  loss. 

Proportlos  ehae  art  In  sttboeaadard  condition  vill  bo 
roquirod  to  bo  brought  up  to  codo.  Ovnoro  vho  cannot  afford  to  do 
so  aay  choooo  to  soil  tho  property  to  a  social  ovaor*  at  a  pries 
not  to  oxcood  tho  aarkot  value.  AlternatiTely,  direct  capital 
grants  vill  be  aTailable  to  the  ovner  to  bring  the  properties  ep 
to  adequate  health  and  safety  ataadards*  proTided  that  the  evasr 
agrees  to:  (1)  sell  the  property  to  a  social  evner  after  a 
specified  period  of  tiae*  (2)  control  the  rents  on  the  property* 
subject  to  the  provieione  epecified  in  Section  ZZZ.D.  belov»  mnd 
(3)  aubject  the  property  to  auch  other  safegnards  and  regnlaciens 
aa  the  locality  deeaa  necessary  to  coaply  vith  the  reqeireaeacs 
of  its  federally-aandated  local  bousing  plan.  The  buyeet  prLci 
vill  be  deterained  by  negotiation  betveen  the  loceller  «e4  rh« 
ovner.  and  vill  reflect  the  current  utilisation  vale*  of  the  unit 
excluding  the  aaount  of  the  iaproToaent  great.  tlallarlT*  Che 
length  of  the  epecified  tiae  period  until  the  ueic  trentfeti  to 
eocial  ovnership  vill  reflect  the  cost  of  lupfovtaeata  relative 
to  the  value  of  the  unit;  the  higher  the  ratio,  the  ehotCer  th« 
tiae  period.  This  approach  vill  enable  the  ovuir  c«  darlve 
benefit  froa  the  property  for  a  epecified  period^  vill  iaprovs 
the  quality  of  the  rental  houeing  etock;  and  vill  secure  future 
eocial  houeing  at  belov-aarket  pricea* 

Initially,  this  Prograa  vould  roach  50»000  units  por  ysar  at 
a  per*onit   coet   of   $50,000  per  unit,  for  a  total  coot  of  I2#5 

billion. 

2.  Frivately*Ovaed  leaee 

Apart  froa  revisioao  ia  iacosa  tan  dadaaCi#aa  for 
siagle-faaily  hoaes  (discuaaod  ia  fectioa  f«A  bol#v)  ^  Cilia 
Prograa  coataiaa  oaly  liaitod  pr#viai#aa  diroccad  ac 
ovaer-oc copied  houeoa.  Vhilo  tha  Frogras  ia  imfndmd  Co  iaaroaaa 
the  aaouat  of  eocial  ovaorabip*  thaao  v%«  aaa  mtt^td  C#  ^f 
private  hoaee  vill  bo  free  to  coaciaao  Co  d«  •#<> 

■oaetholoee.  the  elatlo-fasllr  fc^a^lafi  ac#cl(  c^vacifvfaa  « 
poteatial  aocial  ^««e£sg  raa*«ra«  tkat  ab>a«I4  •#€  W  ^verJoofc^^.^ 
Ia  particalar.  l^vvtit  tk^c  tm  mmAmt  f#ra«l##ar#  r«^a««44i0i»  t§m 
bo  readily  aa4  lttir>*sali-«iy  md4m4  C#  CW  —€tmV  W»#i«t  acoah, 
at  the  9mmm  tiae  procecttag  ^«*ow««ra  agaiaaf  ^«f#al#9«tfa  a*J 
evictioa.  Such  ■  Trsfrn  vtl!  )e  «f  jmr*t^%i»T  ^a««f|V  %^  al4«rlr 
hoaeovaora  vko  fia4  thaaaolvaa  tm   0#rr#a#a  #r  tm»  mrW0SW0, 


All  heaeeuaerj  r^^-  v-t^*  t««  4pn.4«  ^t  <«it^«f  i»alf  %09^S 
to  a  eocial  vatlcy.  Is  tic^v^c  f*v  llfocf*^  ««f«r;rr  «|  f#a«ff'a 
at  em  afferdAblo  wra^thj.?  <*•«,  f^l«  «#tl««  vill  ^a  •#pa«i#lJ^f 
attractlv*  for  Ck*o«  h'omm^m-m^rm  ^«  fgai»  ■Pgrgi^  tf*^  pf^fmftf  C#« 
foreclaevre.  Tlia  f»ra  «f  jytt*<f^  #»»tffjfcigj  ••ft4*  !*#•  ba«eF### 
prlvata  a*d  a^cl^I  »#u^f  a^lp^  wtU  •mrm^W^  «*«  ##Mf«##4 
reatdaace  of  t%m  rtt.*ztt^  pm^w ^  **iW  M«iti«f  gt«  ##Af  #*r 
futaro  iaclaaSjTs  Is  t^«  social  a^cf^r^  Tka  ^#«#4#ira  erilt  ^  «# 
follovo: 


m^9n   i^-.4E^ 
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(1)  Vb«ii  for«elosvr«  proe««dlog«  b«gln,  th«  l«n4«r  avst 
notify  th«  ovatr  of  tho  proTlslooo  of  this  Frograa*  Tk« 
Frograa  shall  apply  only  to  lov  and  aodorata  lacoaa 
hoaoovnors. 

(2)  If  eha  ovnor  oxarelaoa  this  option*  tha  govarnaant  or 
othar  aocial  houaiag  antity  vill  aaauaa  and  ratira  tka 
loan(a)»  aa  vail  aa  pay  off  tha  ovardva  dabta  (aortgaga 
and/or  taxaa)»  proTidad  tha  aarkat  valva  of  Cha  koaoa 
ia  graatar  than  tha  ana  of  thaaa  payaanta.  Za  Cha  avaaC 
that  tha  loana  and  dabta  axeaad  tha  aarkat  ▼alaa*  Cka 
goTarnaant  vill  offar  to  pay  off  tha  dabta  aad  ratira 
tha  loana  vp  to  an  aaount  aqvlvalant  to  aarkat  valaa. 
In  no  caoa  vill  tha  govarnaant  agraa  to  ratira  eoakiaad 
loans  and  dabta  in  axeaoa  of  aarkat  Talva.  km  ia  tka 
proTiouo  eaaa  of  privata  rantal  cenTaraioaa»  a  eailiag 
vill  ba  oat  on  tha  aaount  that  can  ba  paid  far  a  aait 
undar  thia  proviaion»  to  guard  againat  tha  purckaoeo  of 
azcaaaiTaly  coatly  unita. 

(3)  Monthly  houaing  coata  for  tha  "protaetad  ovnar"  vill  ba 
datarainad  on  tha  baala  of  ability  to  pay*  vitk  tka 
calling  balng  aarkat  rant. 

(4)  Tha  ovnar  vill  hava  tha  option  of  buying  baek  tka  aait 
froa  tha  goTarnaant  vlthln  ona  yaar*  at  a  valua  aqaal 
to  tha  govarnaant'a  poaition  in  tha  proparty. 

(5)  Tha  ovnar  vill  anjoy  lifatiaa  aacurlty  of  taaura  ia  tka 
proparty,  aftar  vhlch  tha  proparty  vill  ravart  to 
aocial  ovnarahlp. 

Ovar  tha  longar  tara  auch  a  Prograa  aheuld  ba  aada  aTailabla 
to  all  lov  and  aodarata  Incoaa  hoaaovnara  (not  juat  tkaoa  faeiag 
foracloaura)— a  atandlng  offar  by  tha  gOTornaant  to  purekaao  tko 
proparty  for  a  raaaonabla  aaount,  ia  axehaaga  for  lifatiaa 
aacurlty  of  tanura,  at  a  aonthly  coat  baaad  on  ability  to  pay 
(tha  calling  balng  aarkat  rant).  An  altaraatlTa  to  outright 
purchaaa  by  tha  govarnaant  vould  ba  aoaa  fora  of  aqaity 
participation*  in  vhlch  tha  hoaaovaar  aalla  a  portioa  of  tko 
aqulty  to  tha  aocial  ovnar*  in  azchanga  for  an  annuity  baoad  oa 
tha  aaount  of  tha  aquity.  In  thia  Inatanca  tha  proparty  vould 
roTart  antlraly  to  aocial  ovnarahlp  upon  tha  daatk  of  tka 
original  ovnar. 

A  ralatad  prograa  vould  proTida  hoaa  iaproTaaant  graato  ia 
axchanga  for  daading  tha  proparty  to  a  aocial  aatity  aftar  a 
apaclfiad  tiaa.  Thia  prograa  vould  oparata  ia  a  aiailar  faokioa 
to  tha  rahabllltatlon  grant  prograa  for  rantal  proparty  dooerikad 
aboTo.  Tha  taraa  of  tha  axchanga  vould  ba  govoraod  by  tko  aaoaat 
of  tha  grant  ralatlTa  to  tha  currant  Talua  of  tka  proparty* 
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lalclally*  tli«»«  Prograas  vovld  r«ach  50*000  valts  p«r  year 
at  an  avtragt  p«r-«oit  cost  of  |50»000  p«r  «alt»  for  •  total  cost 
of  $2.5  blllloa. 

C.  Upgradiog  -Mud     Protoctioa  of  Kzistiag  toelally-Ovaod  lovoiag 
Stock:  the  Batioaal  lose  Frotoctios  aad  laproToaaat  Act 

As  prtvlossly  Bot«d»  social  hosslog  shosld  provide  tho 
socurity,  frtsdoa  of  cbolc«»  and  dogrto  of  rssidsat  coatrol 
associattd  vith  privats  ovasrship.  Tst  ia  sxistiag  socially  ovaad 
or  sobsidissd  bossing  sscb  sscsrity  is  oftsa  lackiag.  First* 
•zistiag  occupants  aro  snbjoct  to  oTictioa  roaaltiag  froa  a 
▼srloty  of  circoastascos  ostsids  tboir  control.  Socond*  tbo  naits 
tbcasslvss  art  snbjsct  to  loss  froa  tbo  social  bonsiag  stock 
tbrottgb  sals.  conv«rsion»  or  dsaolition.  Tbird*  STsa  naits  in  tbs 
social  boosing  stock  any  soaotiaos  bocoao  occnpiod  by  nppor 
incoao  boBSsbolds*  or  any  of for  rodncod  rent  tnbildla*  to 
tonants.  Finally,  nnits  arc  often  iaporoonallj  lad  lotdtquataly 
aanagod.  vitb  inadoqnato  aansgorial  acconntability  aad  tba 
coaploto  sbsonco  of  rosidont  control  ovor  aansgoaoat  docisioas* 
Tbsso  probloas  art  sddrosssd  nndor  tbo  proTisioaa  of  tbis  Act. 

Tbo  Act  addrossos  tbo  first  of  tboso  probloaa— svictioa— by 
granting  lifotiao  socority  of  tonnro  to  all  social  bonaiag 
roaidonts.  oxcopt  for  groaa  violatioa  of  coaaaaity  staadarda. 
Vboro  it  ia  boliovod  sncb  ▼iolationa  hiv*  occurred,  roaidoata 
vill  bo  protoctod  by  doo  procoaa.  aadar  procodaroa  socarod  by 
fodoral  atatnto.  Vbon  roaoval  of  aocial  bonaiag  roaidoata  ia 
roqoirod  for  aoao  pnblie  pnrpoao—for  4X4s^;4«  roplacoaoat  of 
nnita  for  soao  otbor  nso—adoqoato  relocation  benefits  and 
coapensation  are  to  be  provided  (along  vitb  ono-tO'-ono 
replaceaent  of  loot  resideatial  naits).  Criovsaco  procodaroa  aaat 
be  adopted  vbicb  iasare  teaaato  dno  process  aad  tbo  rigbt  of 
appeal. 

Concerning  tbe  second  problea— tho  loss  of  social 
naits — tbere  are  tvo  priacipal  tbreato. 

First,  tbere  is  tbe  daager  that  ezlstiag  social  naits  vill 
be  deaolisbed.  aold.  or  otbervise  coavertod  oat  of  tbe  aocial 
boBSiag  acock.  Tbe  Act  therefore  provides  for  atriagoat  roaoval 
protectioae,  iacladiag: 

*a  blsakot  prohibition  agaiast  roaala  or  other  fora  af 
coaveraioa   to   private  ovaership  nndor  aay  coaditiaaa. 
aaloaa  soae  clear  pnbllc  pnr^aaos  ia  balag  aorvod;  and 

*a  aoratorioa  agaiast  doaolitioa  <or  other  roaaval  fraa 
oae)  naless  aocessary  for  a  aocial  ^rpaao.  ia  vhlch 
case  a  oao-to-oao  prior  roplacoaaat  vitb  o^ivalaat 
aaits  is  repaired. 
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Sseood,  th«r«  is  th«  dang«r  that  ott4«rm«iataa«ae«  as4 
g«o«ral  otgltet  vlll  r««olt  In  th«  progr«s«lv«  4«t«rioratiQB  of 
th«  social  housing  stock*  to  tha  point  vhars  naits  baeoBA 
unliTahla.  Tha  Act  tharafora  providas  for  tha  assnrad  ■aintananca 
of  tha  azisting  social  houaing  atock»  hy  gvarantaaings 

*funding  to  assvra  an  adaqnata  laval  of  livability* 
including  aacurity  and  safaty*  anargy  afficianey*  sfaea 
utilisation,  and*  vhara  appropriata*  child  ears  aad 
social  aarTicas; 

*aandatory  coda   anforeaaant*   vith   tha   aaa   of 
■odarnisation  grants   to  upgrada  units  that  ara  balov 
accaptabla  atandards; 

*tha  proTiaion  of  adaquata  oparating  funds;  and 

*sttbsidias  for  nacassary  aaintananea  through  capital 
granta. 

Tha  annual  coat  of  aodarnisation  grants  for  thosa  porpooaa 
ia  astiaatad  at  $10  billion  initially.  Thia  Prograa  vill  roaek 
approxiaataly  500,000  units  (about  lOZ  of  all  socially  ovaad 
unita)»  providing  an  avaraga  of  I20.000  par  unit. 

Tha  third  problaa—loss  in  af  fordability  of  ooaial 
units— occurs  '  aithar  vhan  units  bacoaa  oeeapiad  by  hoaaaholda 
that  no  longar  aaat  tha  original  lov  or  aodarata  iaaoaa 
qualifying  standard,  or  vhan  goTornaant  housing  aaalataaaa 
payaants  fall  in  absoluta  taraa  or  ralativa  to  tha  coot  of 
living.  Tha  Act  luarantaas  continued  af fordability  of  aocial 
units  by: 

*raquiring  that  all  units   in   tha   aocial   sactor  bo 
initially   raaarvad   for   lov   or  aodarata   iacosa 
houaaholds   axcluaiTaly,   for   tha   lifa  of   tha  aaic 
(Incoaa  liaits  can  ba   broadanad  as   tha  social  otoak 
incraaaaa);  and 

*uaing  oparating  aubaidias  to  asaura  that  no  qualifyiag 
houaahold  spands  aora   than   it  can  afford  oa  ooeial 
houaing  (saa   Saction   III.A,   for  discussion  and  aoat 
aatiaataa) • 


Finally,  tha  fourth  problaa  coacarns  inadaqaata* 
unraaponsiTa,  and  non-accountabla  social  housing  aanagaaaac*  Oaa 
of  tha  principal  attractions  of  singla  faaily  hoaa  ovaarakip  ia 
tha  dagraa  of  control  it  affords  OTor  tha  usa  of  apnea.  Frivata 
rantal  houaing,  by  vay  of  contraat,  .typically  af fordo  raaidaata 
littla  control  oTar  coaaon  araaa  and  oftan  avaa  ovar  iaaodiata 
living  spaca.  Furtharaora,  sinca  tanants  ara  oftaa  aabjsat  Co 
arbitrary  aTietion—aithar  diractly,  or  thcougb  raac 
incraraaa— thay  oftan  don't  axparianoa  strong  paraaaal 
idantif  ication  vith  placa.  Tha  **prida  of  ovnarahip"  ia 
atructurally  abaant  froa  aoat  rantal  situations. 
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Th«  ▼arlous  proTlslons  of  this  Act  ars  lac«ad«4  to  proTl4o 
social  hovslog  taoaats  vlth  all  tha  baaafita  of  ovaarship» 
azelodlBg  tha  right  to  raaall  at  a  profit.  With  tha  aaearlty  of 
taaara  provldad  uodar  Saetloa  III.C' abova*  and  tho  eoatrol  OTsr 
llTlag  apaca  proTldad  lo  thla  Sactloo*  taaaata  vill  posaoss  tho 
dagraa  of  loTolToaaot  ordioarily  aaaoelatad  vlth  hoao  ovaarahip. 
To  aaxlalaa  daaocratlc  raaldant  eoatrol  ovar  hovoiag  la  tha 
aoclal  aaetor,  aovlag  tovarda  avaatual  co-aqaal  partlelpatlos  sf 
raaldaata  aad  aoclal  ovaara*  tha  Act  tharafora  provldao  thati 

*aoclal  hovalag  raaldaata  ahall  hava  tha  right  to 
particlpata  la  aaaagaaaat  daclaioaa  la  aach  aattara  as 
raata.  occapaacy  coaditioaa  aad  tarms*  aaiacaaaaca  amd 
iaproTaaaats*  aacarity.  child  cara  aad  aoclal  sarvicas* 
racraatloaal  facllitiaa*  aad  aaaagasaat  hiriag  amd 
firiag; 

*tba  rolo  of  aoclal  aaaagaaaat  la  to  ha  ospaadad#  hf 
pro^idlag  tachalcal  aaalataaca  graata  to  tha  Tsrioao 
forma  of  pabllc  or  aoa-profit»  taasat*  or  commamity 
baaad  maaagcaaat  aad  mataal  hoaalag  aaaociatioas*  vlth 
faadiag  priority  glToa  ia  tha  ahort  raa  to  Choso 
projacta  vhich  farthor  aocial  mamagamaat  ohjoctivssi 

*tachBical   aaalataaca  gramta  amd   fmmdimg  shall  ho 
proTidad   to   aapport   taaamts'   comm«lls»  mith  famdimg 
a^aatmally   tlod   to   tha   craatiom  mad  domamstrsf sd 
faactlomiag  of  aach  groapa;  aad* 

*adaqaat8  faadiag  vlll  ha  provldad  t«  fostsr  smmplismss 
vlth  tha  tarma  af  thia  factlom. 

D.  Caaraataaiag  ftaaldaatiml  Sacmricy  im  PrlTsts  Bamfsi  f#msimgf 
tha  Batiomal  Frl^ata  TamaaC  Pr«CacCl«m  Act 

Tha  aoa-aocial  portloa  af  tha  ramtal  h#mmimg  st#ah  mmsC  h# 
ragalatad  to  protect  tamamta  frm*  issda^maf  msimfsmsm^s^ 
arbitrary  a^ictioaa,  aad  amraasimafcl^  ra«g  imcrsasss^  A^s^msts 
aad  rcapoaai^a  mamagamaat  mmac  ala«  h«  mmomfad^  Tks  fsllmmimg 
maaaaraa  •••h,  to  achla^a  thaaa  •V:«cc|va  ^  a  mistmro  #f  himdimg 
ragalatioa  amd  ▼olmmtary  Imcal  ca«pllam«*  tkw&mgk  fl^  f«4#rAiif 
msmdatad  Local  Immalmg  Program  ^«#«vi«m  If  h«lmm|« 

To  tha  amtoat  that  thm  follmvimt  mam#mr##  rs4mdm  €bs 
profitability  af  ramtml  hmmmlmg.  mmma  mmm«r#  rill  ¥00%-  %^  diva#f 
thamaaWaa  of  thair  mmita«  TWsm  mmles  irill  cWm  ^a  mvailafcU  foP 
camTcraioa  to  amciml  Wcaiag  rtrsm>>  f^a  mackmalama  dfa<«aia4 
mm4%x  J*cci«»  11^  t.  :t  at««ld  frm  am»tssi##4  tUm€  rh«a«  «*«at^a# 
sra  mot  coaf lacatory,  ^«i  raitwr  mmmfc  g#  Mt^m#«  r«*«a<«  ^^m4m 
tor  dacaac  a«L<  aff^riLcfelf  fcvam«#g  a^C*  fri#se#  la«4;4r4#' 
aslatiBg  Icfil  right  ta  ramllxm  •  *yaas»mi»IV  P###  ##  P#C«P»  ## 
thair  imvaatmamt. 
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First,  ch«  Vatioosl  PriTats  Tenant  ProtaetlQB  Act  prohibic* 
etrtaln  elatsts  of  cooant  •▼letloas*  laeludiag  •▼ieciovs  for 
luxury  rahabllltaeloo*  d«Bolltloo»  or  coadoalnluB  eoavoroioa 
(uolass  prior  oao-to-ono  rtplaeoBoat' aad  roloeatioa  boaof its  aro 
proTidod);  as  vail  aa  oTietioa  for  aay  taaporary  inability  Co  pay 
raat  thae  raaulta  froa  iaToluatary  loas  of  iaeoaa  (Ciad  to  a 
local  uaaaployatat  rata  triggar). 

Saeoad,  cha  Act  tiaa  fadaral  houaiag  graatOt  black  graata* 
aad  othar  fuadiag  to  daaoaatratad  local  coapliaaca  vith  cha 
oTarall  objactivaa  of  thia  houaiag  Prograa.  Localiciaa  ara  uadar 
aa  affiraatiTa  obligatioa  to  proTida  adaquata  aad  affordabla 
houaiag  for  thair  praaaat  aad  projactad  popalacioa»  aad  ara 
raquirad  to  daaoaatrata  aueh  coaplianea*  aubjaec  Co  local 
coaditioaa*  la  ordar  to  ba  aligibla  for  tha  fadaral  faada.  Tha 
plaaaiag  aachaaiaaa  for  doiag  ao  ara  diacaeaad  balov  (SacCioa 
IV).  Tha  Act  vill  aatabliah  a  aariaa  of  aodal  ordiaaacaa  vhoaa 
adoption  vould  autoaatieally  aaat  fadaral  raquiraaaaca*  Sneh 
ordiaaacaa  vould  iacluda  (but  aot  ba  liaicad  Co)  auch  taaaac 
protactioaa  aa  tha  folloviagi 

*Rant  Coneroli  Tha  local  rant  control  ordinaaea  voald  ba 
triggarad  by  tha  cartif ication  of  a  rantal  honaiag 
ahortaga*  aa  iadaxad  by  a  raatal  vacaaey  raca  balov  5X« 
Localitiaa  ara  fraa  to  dataraiaa  Cha  aaCvra  of  chair 
own  ordiaanca,  aabjaet  to  carCaia  aiaiaal  fadaral 
atandarda.  Thaaa  iaclada  cha  folloviagi  (1)  Localitiaa 
ara  raquirad  to  oaa  a  fixad  aat  oparaciag  iaeaaa 
approach  in  dataraiaiag  allovabla  ranc  adjaacaaata* 
Undar  thia  approach,  rant  incraaaaa  ara  baaad  aa 
ineraaaaa  in  non-capital  oparating  coatai  coat 
incraaaaa  raaulting  froa  rafinancing  ara  tharafora  aat 
eonaidarad.  (2)  Rant  controllad  anica  aaac  carry  atroag 
juat  cauaa  aviction  protactiona*  to  aaaara  that  ovaara 
do  not  oTict  tananta  in  hopaa  of  cireaaTaaciag  cha  raat 
control  ordinance.  (3)  Controllad  anica  aaaC  raaaia 
uadar  tha  ordinance  until  tha  acareicy  aoadicioaa 
triggering  tha  ordinance  have  bean  eartifiad  aa  avar» 
regardleaa  of  change  in  tenancy. 

aCondoainiua  Converaion  Controlax  Aa  vich  raat  aoaCral» 
the  local  condoainiua  conTaraioa  ordinaaea  voald  ba 
triggered  by  a  Tacancy  rata  balov  SZ«  Aa  aceaptabla 
local  ordinance,  undar  tha  proTiaiona  of  thia  Act*  aaat 
contain  a  blanket  prohibition  againat  all  caavaraiaaa* 
vith  tvo  excaptiona:  coaToraioa  to  aocial  haaaiag*  aad 
conToraiona  in  vhich  prior  ona-ta-oaa  raplaaaaaat  la 
provided  aad  tha  aajority  of  taaaata  approva  tka 
conToraion.  In  both  eaaaa,  long  notice  parioda  ara  fall 
relocation  banefita  are  raqairad. 


Digitized  by  VjOOQIC 


2967 


*D«aolltioa  Coarrolt:  Also  trlgg«r«d  by  a  ▼acaney  rata 
bclov  Jit  th«  ordloaoca  atist  eontala  a  blaakct 
prohlbleloa  against  daBollcloos*  axeladlag  daaolltloa 
for  a  social  purpoaa  or  vhara  prior  oaa-to-ona 
raplaeaaaat  hovaiog  ia  proTidad.  la  thaaa  lattar 
iaataoeaa,  adaquata  eoapaaaatioa  and  raloeatioa 
baaafita  auat  ba  proTidad  to  tba  paraoaa  diaplaead. 

*Evictioa  Coatrola:  Taaaaca  auat  ba  protaetad*  vadar 
local  ordinanca,  froa  aviccioa  for  aay  cavaa  othar  than 
voluntary  aoa-payaant  of  raot»  villful  proparty 
daatruction.  aad  STictioo  procaadiaga  iaitiatad  by 
othar  tananta.  Ia  thaaa  caaaa*  taoaata  baiog  avictad 
aaat  ba  affordad  dua  procaaa  guaraataaa  for  OTietioa 
procaadiaga.  Additionally,  aTlctioaa  ara  prohibitad  for 
condoaiaiua  coavaraioa  or  danolitloa  axcapt  for  public 
purpoaa  (aaa  aboTa).  gpacific  axcluaioaa  froa  thia 
ordinance  ara  dataraiaad  locally,  avbjact  to  fadaral 
raviav  for  purpoaaa  of  dataraiaing  local  coaplianca. 

♦Warranty  of  Habitability !  Strict  local   ataadarda   for 
auat   ba  aatabllahad  for  livability,  aaargy  afficiaaey, 
apaca  utilisation,   aafaty   and   aacurity,  racraatioaal 
facilitiaa,  day  cars,  and  aocial  aarTicaa* 

*Raaala  Controlat  through  tax  changaa  (diacuaaad  in  Part 
V.A  of  thia  Prograa) . 

Vhlla  in  tha  ahort  rua  thaaa  propoaala  ara  concaivad  mb 
local  optlona  for  daaoaatrating  coapliaaca  vich 
fadarally-aandatad  local  houaiag  raquiraaanta,  in  tha  long  tara 
thay  vill  bacoaa  a  aandatory  part  of  all  local  houaiag  prograaa. 

Third,  tha  Act  aatabliahaa  national  ataadarda  for  privata 
rantal  housing  aanagaaant.  Managara  of  privata  aultifaaily 
housing  ara  oftaa  inadaquataly  raaponaiva  to  raaidanta.  Vhila  it 
doas  not  saaa  likaly  that  aoat  tanants  in  tha  privata  raatal 
aactor  vlll  bacoaa  actively  involvad  in  aanagaaant  itaalf,  noraa 
of  aanagaaant  accountability  aa  vail  aa  avanuaa  of  taaant  input 
aust  ba  astabllahad.  Tha  folloving  ahort-tara  atapa  ara  tharafora 
callad  for: 

*Mlniaua  national  ataadarda  for   aaaagaaaat   coapatancy 
and  parforaanca  ara  to  ba  astabliahad  as  guidaliaaa  for 
local    llcanalng.    Such   ataadarda  vill  ba   locally 
anf oread,  and  daaonatratioa  of   coaplianca  ahould  ba  a 
part  of  any  local  houaiag  prograa. 

*Minlaua  national  standards  for  aaaagaaaat  policy  anat 
alao  ba  aatabliahad,  vith  local  aaforcaaant.  Thaaa 
ataadarda  vill  includa  policiaa  govaraiag  taaaac 
aalactlon  aad  aaaignaant,  laaaiag  aad  occupancy  taraa, 
griavaaca  raaolutioa,  raat  diaputaa,  aviation 
protaction,  lavals  of  aaiataaanca,  and  coapliaaca  vith 
fadaral,  atata,  aad  local  fair  houaiag  lava.  Thara  ia  a 
prasuaptioa   that   aaaagaaaat   haa   an  obligation   Co 
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proTldt  or  assart  aecsst  to  soeh  rssldsotial  ••rvless 
as  child  ears  and  oehar  social  ssrvlese»  ads^vata 
sscurlty,  and  rscrsatlonal  faellleias. 

*Tsiiane8  art   guaraotssd   cha   right   to   bartaia 
collseelTsly  vlth  ■aaagsaaat  lo  all  thasa  araaa. 
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B.  Annual  Prograa  Cost  Suaaary  (billions  of  dollars)! 

1.  Dlrsct  Grants  for  Social  Rousing  Cbnstructlont 

*N«v  Construction!      200,000  units  at  |80,000  par  unit   116.0 
*Acquisltion  snd  Rshabt  400»000  units  at  $40,000  par  unit    16«0 

2.  Opsrating  Subsidiss  for  Social  Rousingt 

*5  Billion  units  at  $200  per  aonth  12.0 

3.  Convsrsion  of  Existing  Privats  Units  to  Social  Ovnsrsbipt 

*50,000  privats  rsntal  units  at  |50,000  psr  unit  2.5 

*50,000  privats  hoas  forsclosurss  at  |50»000  psr  unit        2.5 

4.  Modsrnisstion  Grsnts  for  Existing  Sbcisl  lousings 

*500.000  units  at  $20,000  psr  unit  10.0 

5.  Plsnning  snd  Adainistrstion: 

*fsdsrsl,    stats,    local  10.0 


Total   Progrsa  Cost:  I6f.0 
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Cbaptar  IVt 

Frograa  laplsasaeaeloax 
r«d«rallj-Maadae«d  Local  fioualag  Frograaa 

Moat  of  tba  aaaaaraa  dlaeaaaad  la  pravloaa  aaetloaa  of  tkla 
Frograa  ara  laplaaaatad  at  tha  local  laval.  Tka  rola  of  tka 
fadaral  govaraaaat  la  twofold:  flrat,  to  aatabllak  gaaaral 
gttldallaaa  aad  alnlaal  raqulraaaata  which  aaaura  that  tha  hovalag 
aaada  of  low  aad  aodarata  lacoaa  paopla  will  ba  aat;  aad  aaeoad* 
to  provlda  tha  flaaaelal  aad  taehaleal  raaourcaa  for  loealitiaa 
to  aaat  thoaa  aaada.  la  othar  worda*  adalalatratloa  of  tha 
▼arloaa  alaaanta  of  tha  Frograa  la  to  ba  aa  daeaatralitad  aa 
poaalbla.  Tbla  will  alaaltaaaoaalj  avoid  fadaral 
buraaucratlsatloa*  aad  aaxlalaa  raaldaat  partlelpatioa  amd 
control. 

Local  coapllaaca  with  tha  fadaral  hooalag  lav  la  a 
tbrasbhold  raqalraaant  for  racalvlng  fadaral  foada.  Tat  tho  law 
will  optrata  through  azlstlng  stata  aad  local  plaaalag  or  hoaaimg 
dapartatnts,  utilising  tht  axlatlag  pollea  powara  through  which 
stata  and  local  govtraaaata  ara  abla  to  ragulata  tha  privata 
aactor.  Aa  a  consaquaaca,  aach  locality  will  asarelaa  a  graat 
daal  of  control  ovar  tha  houalag  plaa'a  daalgm  amd 
laplaatntatloB*  although  tht  ovarall  plaa  parawatara  ara 
astabllshad  and  aoaltorad  fadarallj. 

Tha  prlaclpal  provisions  of  this  Act  astabllah  that: 

*lt  Is  a  stata  aad  local  duty  to  avaluata*  plaa  for^  aad 
adopt  a  program  that  raspoada  to  tha  aaada  of  all 
housabolds*  laeludlng  a  ragloaal  fair  ahara  of  lovar 
Incoaa  aad  alaorlty  faalllaa; 

*fadaral  funda  for  houalag*  highway  aad  aawar 
eoBStructloa*  acoaoale  davalopaaat  (laeludlag  amall 
buslnassts) •  Urban  Oavalopaant  Actloa  Graata  (in>A9) » 
Coaaunlty  Dtvtlopaaat  Block  Graata  (CDBG) •  amd  othar 
fadaral  programs  which  dlrtetly  aad  ladlractly  impact 
houslag  bt  rastrlctad  to  atatas  aad  loealitiaa  Chat  ara 
af f Irmatlvaly  aatlsfylag  thalr  homalmg 
rtspoaslbllltlas; 

*local  govtrnmants  shall  adopt  complylag  local  homalmg 
plaaa*  utilising  all  thalr  powara  aad  avallabla 
rtsourcas  to  carry  out  tha  programa  la  thoaa  plaaai 

*stataa  shall  adopt  atatutas  which  iaeoporata  tha 
provlalons  sat  forth  balow,  daalgaatlag  am  agaaay 
(prasumably  aa  axlstlng  oaa  with  houalag  or  plammlmg 
raspoaalbllltlas)  with  primary  aaforcamamt 
raspoaalbllltlas  for  aaaurlng  that  loealitiaa  comply 
with  tha  Acts  aad. 


Digitized  by  VjOOQIC 


2971 


*HUD  shall  b«  ths  ••condary  •nforc«««nt  body»  vltb 
authority  to  eartlfy  tha  adaquaey  of  atata  atatutaa  and 
stata  eoapllanea*  and  with  additional  authority  to 
block  or  dalay  granta  froa  fadaral  aganelaa  to 
non-coaplylng  atataa. 

Tha  apaelfle  provlalona  of  tha  Act  ara  aat  forth  balow. 

^*   Laglalatlva   Findings  and  Intant:  Tha  Act  daclaraa  that  It  la 
tha  Intant  of  Congraaa  to: 

a.  Aaaura  that  atataa  racognlsa  thalr  raaponalbllltlaa  In 
halplng  to  aaat  national  boualng  naada. 

b.  Aaaura  that  atataa  laplaaant  boualng  plana   which   furthar 
tha  attalnaant  of  national  housing  goala. 

c.  Racognlsa    that    aach    locality    la   baat   capabla   of 
datarlalnlng  apaelfle  aetlona  raqulrad  of  It*  provldad  that 
local  dataralnatlona  of   approprlata  aetlona  ara  coapatlbla 
with  national  boualng  goala  and  atata  and  raglonal   boualng 
naada. 

d.  Eatabllsb  that  It  la  tha  raaponalblllty  of  loealltlaa  to 
davalop  a  boualng  plan  which  rapraaanta  a  aaxlauB  affort  to 
■••t  tha  boualng  naada  of  Its  low  and  aodarata  Incoaa  and 
■Inorlty  raaldants. 

2.  Fadaral  tola;  Tha  Act  astabllahaa  a  fadaral  raaponalblllty  to: 

a.  Cartlfy  that  tha  stata  planning  law  aatlaflaa  tha  Intant 
and  raqulraaants  of  this  Act.  HUD  shall  ba  daalgnatad  tha 
saeondary  anforeaaant  body  (tha  atata  boualng  authority 
shall  bava  primary  anforeaaant  raaponalbllltlaa,  aa 
Indicated  balow),  with  raaponalblllty  for  tha  abova 
eartlf Icatlon  as  wall  aa  aatabllahlng  atata  coapllanca 
through  axaalnlng  a  saapla  of  local  boualng  plans. 

b.  Fund  tha  varloua  provlalona  of  thla   Act   at   an   adaquata 
laval. 

c.  Enact  legislation  which  would  allow  HUD  to  act  with  aoaa  of 
tha  powara  of  a  national  boualng  authority.  In  ordar  to  (1) 
withhold  significant  fadaral  funda  froa  non-eoaplylng 
atataa,  l.a.,  atataa  In  which  loealltlaa  containing  at 
laaat  30Z  of  tha  atata  population  wara  In  noa-coapllanea; 
and  (2)  bypaaa  aucb  atataa  If  nacaaaary,  allocating  funda 
dlraetly  to  loealltlaa  with  adaquata  boualng  plana  loeatad 
within  atataa  that  fallad  to  anaet  or  laplaaant  an  adaquata 
atata  boualng  plan  law. 
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3.  Sf tt  tola:  Tb«  Act  ••tablithas  ■!&!■«■  stats  raapoaaibillciaa 
to: 

a.  Adopt  a  atatt   atatata   Is   eoapllaaca  with  tha  oTarall 
provlalons  of  this  Act,  with  which  localltlaa  «aat  eoaplj* 

b.  Dssigasts  s  stats  sgsacj  to  esrrj  out  ths  Tarloua  4«tiaa  of 
tbs  stata  atatata,  is  particular  moaitorimg  and  ravlawimg 
local  adoptioa  of  an  adsqasts  houaiag  plan*  amd  local 
iaplsBsatatioa  of  tha  booaiag  prograaa  aat  forth  im  tha 
plaa. 

c.  Provids  for  primary  saforcsasat  rsspoaalbilitlaa. 

d.  Faaa  through  fsdsrsl  fuada  oaly  to  loealitlaa  which  ara  la 
coapliaacs. 

s.  Estsblish  a  atats  houaiag  authority  to  carry  out  low-iaeo«a 
houaiag  activitiss  ia  localitiaa  which  ara  too  a«all» 
iasxpsrisncsd,  or  othsrwiss  unsbls  or  uavilliag  to  carry 
out  ths  plsns  thsasslvss.  If  a  locality  rafuaad  to  amact  or 
eoaply  with  an  adsquats  plaa,  local  aoa-profita  coald 
rsesivs  fuada  dirsctly  froa  tha  atata  hoaaiag  authority* 
for  purposss  of  undsrtshiag  appropriata  hoaaiag  amd 
iafrastructurs  activitiaa. 

f.  Provida  that  if  a  eoart,  ths  ststs,  or  HITD  foaad  a  hoaaiag 
plan  iaadsquats,  iaatssd  of  baltiag  davalopaaat  altogathar* 
socisl  housiag  psraits,  social  houaiag  comToraiom  prograaat 
and  rslstsd  iaf rsstructurs  will  bs  aatoaatically  approwad 
ia  ordsr  to  furthsr  to  housiag  goals  of  this  Program* 

g.  Empowsr  rsgioaal  aatitiss  such  ss  Couacila  of  CoToramamta 
(COG)  to  dstsrmiaa  sach  locality'a  fair  ahara  of  ragioaal 
houaiag  nssds,  ia  rscogaitioa  of  tha  fact  that  hoaaiag 
aarhsts  trsaacsad  local  bouadariaa.  Tha  atata  hoaaiag 
authority  is  rsspoasibls  for  sppro^iag  tha  local  fair  aharo 
sstiastss,  ss  psrt  of  ths  stata  hoaaiag  program. 

4.  Local  tola 

Eseh  locslity's  housing  plsa  aust  ashs  adaqaata  prowiaiom 
for  ths  asiatiag  aad  projsctsd  assds  of  sll  scoaomic  amd  racial 
ssgmsnts  of  ths  community,  sad  provids  for  sdsqaata  aitaa  for  aav 
coastructioB.  Ths  Act  rsquirsa  that  aach  local  gowaramamt  aot 
oaly  asssss  its  owa  nssds  sad  adopt  broad  goala  aad  polidaa 
coasistsat  with  thoss  aaada,  but  alao  iacluda  ia  ita  hoaaiag  plaa 
an  sctioa  plaa  for  mastiag  thoaa  aaada.  Tha  local  hoaaiag  plaa 
must  provids  for  ths  prodactioa  aad  rahabllitatloa  of 
socislly-owasd  housing,  coavsrsioa  from  priwata  to  aoelal 
owBsrship,  and  ths  rsgulstioa  of  privata  raatal  hoaaiag. 
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Th«  local  hottslBg  plan  is  required  Co  costaia  tba  following: 

a.  Wfda  Aaaaaaaantt  Each  plan  auat  coatais  as  aaataaaant  of 
tba  houalng  naada  of  all  iaeoaa'  lavala  of  tba  eoaaualtj*  aa 
wall  aa  tba  loeality'a  ahara  of  ragloaal  boualag  natda. 
Thia  aaaaasaaat  la  to  coatala  aa  aaaljala  of  boualag 
ebaraetarlatlca*  lacludiag  auch  tbiaga  aa: 

*ovarcrowdlBg,  datcrloratioa*  and  uadaraaiataaanea; 

*aB   iBToatorj   of   laad  aultabla   for  raaldaatial 
davalopaaat; 

*aa  lavaatory  of  prlvatalj  owaad  uaita  tbat  ara  aultabla 
for  conToraioB  to  aoeial  owaarabip; 

*aa  aaaljala  of  gova.Ti»aBtal  eoaatraiata  iapoaad  oa  tba 
■aiataaaaea,  -laprovtaant •  or  drralopaaat  of  boualag, 
lacludiag  laad  uaa  eoatrolat  diaplaeaaaat •  buildiag 
eodaa*  fata  aad  axactioaa,  radavalopaaat  projaeta* 
rababllitatioB  aad  praaarTati'oa  prograaa*  aad  ao  fortb; 

*aa  analyaia  of   tba   iapacta   of   public   sactor 
rada^tlopaaat  aeti^itiaa*  private   aaetor  davalopaaat* 
aad  gaatrifieatloa;  aad 

*aa  aaaljala  of  apacial  boualag  aaada*  aucb  aa  tboaa  of 
tba  baadleappad*  alaglc  paraata*  larga  faalllaa* 
faraworkarat  tba  cldarlj*  and  low  iaeoaa  boaaabolda 
gaaarallj. 

b«  Coala,  ObjactlTaa,  and  Pollclaa:  Oaca  a  localitj  baa 
aaaaaaad  Ita  boualag  aaada*  It  aball  laeluda  wltbla  ita 
boualag  plaa  a  atatcaaat  of  tba  eoaauaitj'a  goala* 
quaatlflad  objactlvaa*  aad  pollclaa  ralativa  to  tba 
■aiataaaaea*  praaarvatloa*  and  davalopaaat  of  aoeial 
boualag  wbieb  aatiafj  tba  idaatifiad  bouiaiag  aaada. 

e.  Houaiag  Prograa:  Tba  local  boualag  plan  auat  coatala  a 
four-jcar  acbcdulc  of  actiona  wbicb  will  anabla  tba  local 
govaraaaat  to  acbiava  ita  boualag  goala  aad  objactivaa. 
Tbia  action  plaa  will  rtlj  oa  tba  locality'a  laad  uaa  aad 
davalopaaat  coatrol  povara.  regulator j  coaeaaaioaa  aad 
lacaativca,  and  tba  uaa  of  fadaral*  atata*  aad  local 
fiaaacing.  Tba  local  program  auat: 

*proTida  adequate   aitea  vitb  appropriate  aoaing   aad 

developaeat  atandarda  to  develop  a  varietj  of  boualag 

for  differeat   groupa*  eaauriag  a  balaaca  betweea  joba 
aad  boualag; 
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*«lal«it«  govsraasatal  coastralat*  Co  «alac«Bamea9 
r«habllitatioa»  aad  dcvclopaaat  of  booolag*  lacltt41mg  o 
rovlov  of  ooeh  eoatraiato  ao  alalaaa  lot  oltoat  doalga 
eoatrolo*  parklag  roqalroaoatfl»  ooeoad  aalt 
rootrietloBO*  oselooloas  agalaot  aaattfaeCorod  koaalag* 
aad  opoB  opaco  roqairoatato; 

*altigac«   cbo   offoeta  of   aaj   pablle  or  prlvata 
daTalopaaat  aetlTltlaa; 

*attlac  la  cbo  dovolopaoat  of  adoqaato   aoelally   ovaod 
houalag  for  lov  aad  aodorato  iaeoaa  boaaabolda*  aador 
tbo  proTlaloaa  coatalaad  of  SocCloaa  III«A»  B»  aad  C  of 
thla  Frograa; 

*r«golat«  private  roatal  hoaalag,   aador  tbo  provialoaa 
of  Soctloa  IIII.O.  of  tbla  Prograa;  aad» 

*obtala  ■•aalagfol  pablle  lapat  la  tbo  praparatloa  of 
tbo  boaalag  plaa  aad  aay  aaoadaoata  tboroto. 

d.  Itvlyloa  of  Hoaalag  Prograat  Tbo  local  govoraaaat  aaat 
ootabllab  a  att  of  parforaaaco  ladleatora  for  ovalaatlag 
falflllaoat  of  Ita  boaalag  plaa»  rovlalag  It  aaaaally  aa 
aocottarj.  A  tboroagb  rovlov  aad  rovlaloa  aaat  ba  eoaplotod 
at  loaat  ovary  four  yoara. 

**  Individual  Staadlag;  ladlvlduala  aad  groopa  ara  graatad 
ataadlag  to  adalalatratlvoly  or  jadlelally  eballanga  tba 
adtquacy  of  tbo  local  boualag  plaa  la  atata  or  fodoral 
court*  aad  to  dtaaad  tbat  HUO  asaalaa  tba  plaa  prior  to 
approval  or  dltburaoBtat  of  fodoral  faada.  la  aay  lawaalt 
or  adalalatratlva  baarlag  undar  tbla  provlaloa*  tba 
locality  vlll  baar  tbo  burdaa  of  doaoaatratlag  tba  adaqaaey 
of  Its  plaa*  aad  fadaral  or  atato  eourta  will  bava  tba 
aatborlty  oqolvaloat  to  tbat  of  HUD  to  block  or  dolay 
graata  to  aoa-coaplylag  atataa  or  localltlaa. 
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Cbaptsr  ▼: 
Skort-T«r«  ■•a9«r«s 


A.  Tax  M«as«ras 

Althovgh  parts  of  th«  lataraal  lavaava  Coda  ara  ostaaslblj 
lataadad  to  aaeoaraga  prodaetlva  IsTastaaat  la  boaaiag,  la  fact 
thaj  proaota  spaealatloa  aad  traaafar  vaaltk  to  appar  lacoaa 
ovaars.  Tba  prascat  tax  ayataa  eoatribataa  Aatarlally  to 
laflatloB  la  raata  aad  prlcaa*  whlla  eoatiag  tha  Traaaary 
blllloaa  of  dollara  aaaually  la  ravaaaaa  loat  to  laeoaa  tax 
dadaetloaa  and  otbar  loepbolaa.  la  tbia  aaetloa  tbaaa  laa^altiaa 
ara  addr«aaad  by  foeualag  prlaarily  oa  fadaral  tax  lava* 
iBcladlag  tba  boaaovnar  dadaetloaa.  dapraclatloa  allovaneaa* 
capital  galaa  taxatloa,  aad  cax  axtapt  flaaaelag.  A  local 
proparty  tax  acaaura  la  alao  lacludad*  vblcb  coald  ba  adoptad  to 
aatlafy  fadarally  aaadatad  local  boaalag  ra^alraaaata.  Altboagb 
atata  taxaa  ara  aot  trcatad  la  tbia  aaetloa,  it  la  raeogalaad 
tbat  parallal  cbaagaa  la  atata  lacoaa  tax  provlaloaa  aaat 
accoapaay  tba  fadaral  lacoaa  tax  roTlaioaa. 

1.  O^arall  Objactlvaa 

Tba  ovarall  goal  of  tba  tax  raforv  aaaaaraa  la  to  proaota 
aoclal  boaalag  goals,  cadlag  apacalatloa  la  boaalag,  aad 
radlrcctlag  rcsoarcas  lata  prodactlva  boaalag  iavaataaat  la  tba 
aoclal  aactor.  Tba  tax  ayataa  la  alao  raadarad  aora  prograaalva* 
tbroagh  allalaatlng  aaasttras  vblcb  ara  ragraaalva  or  radlatribata 
vaaltb  apvards.  Plaally,  to  tba  axtaat  tbat  tbaaa  aaaaaraa 
gaaarata  laeraaacd  pabllc  ravaaaaa,  th«  ravanu**  tfaoutd  ba  aaad 
to  fiaanca  social  bouslag  prograaa.  Thla  1«  btcsna*  tha  profits 
tbat  ara  aadc  (aad  taxad)  oa  boaalag  darlva  froa  tba 
radlstrlbtttloB  of  vaaltb  froa  tcaaats  aad  soaa  ovaars  to  otbar 
ovaars  aad  flnanclars.  Ratalalag  tba  procaads  of  boaslag-darlvad 
taxca  vltbla  tba  boaalag  sactor  tbaa  radrassaa  laaqaltabla  aarkat 
acehaalsas. 

Hooalag  tax  rcfora,  by  Itaalf,  vlll  aot  faad  tha  aatlra 
boosing  Prograa.  It  deas,  hevavar,  bava  tba  potaatlal  of 
racapcarlag  tans  of  blllloaa  of  dollara  loat  to  tax  loepbolaa. 
Thasa  housing  tax  aaasoras  should  ba  takaa  aa  part  of  a  gaaaral 
Tax  Rafora  Act.  vhlch  voald  allalaata  all  tax  ahaltarlag 
orevlalona  that  do  aot  coatrlbata  dlractly  tovarda  productlva 
Invcstaant  coaslstcnt  vltb  social  porpeaaa. 

2.  Hoaaovnar  Dadoctloa 

Tha  hoaaovnar  daductloa  for  aortgaga  lataraat  aad  proparty 
taxas  cost  tha  U.S.  Trcaaury  aa  aatlaatad  149.4  blllloa  la  1984. 
Allovlng  hoaaovnara  to  daduct  aortgaga  lataraat  aad  proparty 
taxaa  Is  tharcfora  axtrtaaly  coatly,  vblla  coatributlag  to 
ovarconsaaptlon  aad  Inflatloa  la  boaalag.  Purtbaraora,  beaaovaar 
dadoctlooa  alaost  antlraly   bcaaflt   appar   lacoaa   owara,   both 
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bteauts  hoatowQcrship  is  la  part  a  fuaeCloa  of  lacoaa*  and 
because  thota  hoaaovaara  vho  do  la  fact  itaaiaa  dadaetloma  fall 
alaott  catlrcly  into  tba  hlghaat  tax  brackata.  Oalj  ona  qaartar 
of  all  boaacholda  clala  tha  hoaaowaar  dadaetloat  aad  that  (0 
pareant  of  all  banafitt  aeerua  to  tha  Cop  10  pareamt  of  tha 
laeoaa  diatribatloa. 

Oa  tha  othar  haad*  it  It  elaar  that  tha  hoaaowaar  tas 
dadttctioa  aajoya  eoaaidcrabla  popularity*  aad  la  wldaly  If 
falaaly  pareai^ad  at  baiag  of  t*B*<'*^  baaafit  to  «oat  hoaaovaara* 
la  tha  loag  rua  thla  Frograa  vill  allaiaata  apaealaclom  i« 
houtiagt  graatly  rcdaeiag  priea  iaflatioa  aad  Charafora  Cho 
parcaivad  aaad  for  hoaaovaar  daduetioaa  aa  a  aaaaa  of  partially 
offtatting  o^arpriead  houaiag.  la  tha  abort  tara*  aavaral 
aaaturaa  art  provided  which  aztaad  the  baaafita  of  thia  dodaatiom 
to  all  boaaovuera*  vbila  reduciag  ita  coatribatioa  ta  iaflatlom 
and  overcoatuaptioa  of  houaiag.  la  tha  loag  raa  thia  dadactioa 
will  be  eliaiaated*  aa  part  of  aa  overall  tas  rafora* 

*Aa  a  firat  atep,  tha  hoaaowaar  dadactioa  oa  aacoad 
hoaet  (auch  at  vacatioa  hoaea)  ahould  be  aliaiaatad. 

*Tbe  hoaaowaar  deduction  thould  be  replaced  with  a  ta« 
credit  and  cap.  Tbit  would  aaka  it  awailabla  to  tha 
large  aajority  of  hoaeowatra  who  do  act  itaaiaa 
deductiona*  aiaca  tax  credita  are  elaiaad  directly  oa 
the  1040  fora.  Tha  credit  aboald  be  aat  at  a  rata 
equivalent  to  the  tas  bracket  of  aiddle  iacoaa 
boaeowaert— arouad  25Z.  That  ia»  25Z  of  iataraat  aad 
property  tas  payatata  could  be  uaed  to  directly  offaat 
other  tas  liabilitiea*  regardleaa  of  the  taxpayara* 
iacoaa  tas  bracket.  A  cap  aboald  be  aat  oa  the  aaoaat 
of  credit  that  can  be  claiaed,  baaed  oa  aediaa  hoaa 
pricea*  iaterett  ratea*  aad  property  tasaa  in  tha  local 
hotttiag  aarket.  Such  an  iateria  liaitatioa  will  act 
geaerate  large  aaouata  of  raveaaa»  aiaca  at  tha  aaaa 
tiae  it  will  extead  tax  baaafita  to  a  aach  largar 
nuaber  of  houteholda  thaa  preteatly  elaia  thea«  It 
will,  however,  reduce  houting  deaaad  at  tha  top  oad» 
aad  that  have  a  daapeaiag  effect  oa  iaflatioa.  It  will 
alto  redreat  inequitiea  ia  the  praaaat  ayataa^  aad 
likely  be  a  popular  firat  ttep  tawarda  tha  acta 
far-reaching  tax  refora  aeaaurea  propoaad  below* 

*In  the  loag  run,  hoaaowaar  tax  dedactioaa  ahoald  ha 
aliaiaatad.  Thia  could  oaly  occar,  howawar*  aa  part  of 
a  geaeral  tax  refora,  aiaca  tha  iacraaaad  aaahar  of 
hoaeowaera  who  would  beaefit  froa  the  iateria  aaaaara 
would  coaatitttte  a  powerful  lobby  agaiaat  ita 
abolitioa.  A  aweepiag  federal  tax  refora,  which  cloaad 
off  a  wide  range  of  loopholea  aad  othar  iaaqaitiaa» 
would  aigaif icaatly  lower  the  tax  hardaa  oa  low  aad 
aiddle  iacoaa  hoaaabolda.  Siaca  thia  woald  aora  thaa 
coapeaaate  the  loaa  of  the  deductioa  to  hoaaovaara*  tha 
geaeral  tax  refora  could  he  tied  to  tho  repeal  of  tha 
iateria  aeaaura.   At  the   local   lawal*   rograaaiwa 
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prof«rt7  taxss  vovld  b«  replaced  vlth  f«4«ral  r«T«B««« 
ralssd  threvgh  progr««slT«  iaeoas  tax«s  and  dl«trlbot«d 
locally*  tharaby  allalaatlag  that  aourea  of  tho 
dadactloa. 

3.  Bapraclatlon  Allowancaa 

Tka  aotloa  that  bovaiag  dapraciataa  rapidly  llko  othor 
capital  assata  la  a  flctioa  of  tha  latarnal  lavaaua  Coda.  Vmdar 
tha  praaamt  lav*  oaa  caa  fally  dapraclata  raatal  atractaraa  ovar 
a  fiftaaa  yaar  parlod;  furaiahlaga  aad  cartaia  fixtoraa  ara 
aaaaaad  to  laat  oaly  flva  yaara.  Vhila  It  «•%«•  ataa*  to  aaaaaa 
that  ada^aataly  aalataiaad  plaat  aad  «4iilpaiftt  may  baeoaa 
obaolata  ovar  tlaa  aad  aa  a  raault  raqalra  r«pl«c«B«ttt  tha  aaaa 
aaauaptloa  caaaot  ba  aada  vlth  ragard  to  lioualaf  trill-built  aad 
aalataiaad  hoaaiag  doaa  aot  loaa  valaa  throufh  cbcolvacaaea* 
aapacially  ovar  ralativaly  abort  tiaa  parioda.  Vhila  tba  eoata  of 
aaiataiaiag  raatal  proparty  ara  rigbtfally  azpaaaad  or 
capitaliaad  aa  ordiaary  buaiaaaa  axpaaaaa*  fully  dapraciatiag  tha 
proparty 'a  valaa  ovar  15  yaara  providaa  a  viadfall  to  tha  ovaara 
of  raatal  proparty,  ia  eoatly  to  tba  V.8.  Traaaury*  aad 
aacouragaa  tba  holdiag  of  proparty  aa  a  fora  of  tax  ahaltar. 
Vhila  tbia  ia  iataadcd  to  atiaalata  lavaataaat,  it  la  fact 
aacouragaa  raatal  hoaaiag  to  ba  ragardad  aa  aaothar  ahort-tar« 
coapoaaat  ia  aa  iavaataaat  portfolio*  to  ba  bought  and  aold 
accordiag  to  tba  iaaadi.ata  circuaataacaa  of  tba  capital  aarkata. 

Aa  avaa  graatar  diatortioa  ia  fouad  la  accalaratad 
dapraciation  allovaaeaa.  Uadar  1984  tax  lava*  oaa  ia  allovad  to 
aaauaa  that  a  diaproportioaata  loaa  ia  valaa  occura  im  tha 
iaitial  yaara  aftar  tba  aaaat  ia  acquirad.  For  axaapla*  it  ia 
poaaibla  to  dapraclata  aa  aucb  aa  46Z  of  tha  valua  of  aa 
apartaaat  buildiag  la  tba  firat  fiva  yaara  aftar  acqulaitioa. 
<hrar  tha  aacond  fiva  ytara  oaly  29Z  caa  ba  dapraciatad*  vith  tba 
raaaiadcr  (25Z)  dapraciatad  ia  tha  fiaal  fi^a.  Tbia  provialoa 
atroagly  aacouragaa  thoaa  vho  bold  raatal  proparty  priaarily  aa 
tax  abaltara  to  raaall  tha  proparty  aftar  a  briaf  pariod*  to 
aaothar  ia^aator  vho  vill  iaitiata  tba  procaaa  all  ovar  agaia. 
Vaadlaaa  to  aay*  accalaratad  dapraciatioa  foala  apaculatioa  aad 
iaflatioB  gaaarally. 

Tha  folloving  aaaauraa  ara  propoaad: 

*Aa   a   firat   atap*   all   accalaratad   dapraciatioa  for 
raatal  houaiag  vill  ba  aliaiaatad. 

*Aa  aa  iataria  aaaaura*  ordiaary  (atraight  liaa) 
dapraciatioa  vill  ba  axtaadad  to  30  yaara  aad  allovad 
oaly  to  thoaa  laadlorda  vho  produta  cartif icatioa  of 
coda  coBpliaaca  aad  adaquata  aaiataaaaca*  tharaby 
giving  avidaaca  of  good  faith  affort  to  aaiataia  tha 
quality  of  thair  raatal  uaita. 
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*Xn  th«  long  rvs»  all  rsatal  hoasiat  dapraelatiOB 
allowaac«a  for  tba  orlglaal  cost  baala  vlll  ba 
cllalaacad,  althougb  provlsioa  vill  ba  aada  for 
daprteiating  capital  laprovaaaata  or  daductiag  Cba  coat 
of  a  rcplacaaant  raaarva.  Vblla  tbara  vill  aadoabtadly 
ba  soaa  rcdactloa  la  prlvata  raatal  coaatractlom*  tba 
federal  ^ravaaua  aavlaga  raaaltlag  froa  tha  provlaioa 
will  fund  offaattlag  aoclal  boaalag  coaatractlon.  Tba 
allalaatlos  of  tba  dapraclatloa  allovaaca  vlll  raaowa  a 
major  lacaatlva  for  apacalatl^a  aad  laflatioaarj 
tradlag  la  tba  azlatlag  prlvata  raatal  boaalag  atock. 
Dlalavaataaat  raaaltlag  froa  aadar  aalataaaaca  vill  ba 
dlscouragad  by  Sactloa  III.D.  of  tbla  Frogra«t  vbleb 
rtqttlras  eoapllaaca  vltb  local  baaltb  aad  aafaty  eodaa. 
Tboaa  ovaars  wbo  flad  tbaaaalvaa  vltboat  lacaatiwa  to 
contlatta  lavaatlag  la  raatal  property  vill  ba 
aacouragad  to  sail  to  aoclal  aatitiaa*  aadar  tba 
proTlalons  of  Sactloa  III.B. 

4.  Capital  Galas  aad  Aatl-Spacalatloa  Taaatioa 

It  aakaa  llttla  acoaoalc  aaaaa  to  give  prafarrad  traataaat 
to  capital  galas  raallsad  apoa  tha  sala  of  laad  or  boaalag. 
Capital  galaa  tazatloa*  Ilka  tba  dapraclatloa  allovaaca*  la 
lattadad  to  aacottraga  productive  laTaataaat  by  radaclag  tba  tas 
liability  of  proflta  that  are  aaraed  aa  a  raaalt  of  aacb 
laveataeat.  la  tba  case  of  boaalag.  bovoTer.  It  la  dlfficalt  to 
argue  that  proflta  froa  aalea  resalt  froa  aacb  prodaetiwa 
laves taeat  la  the  ordlaary  aeaaa  of  tba  vord.  Ratbar*  in  aoat 
caaes  proflta  reaalt  froa  laflatioa  aloaa-- >particalarly  iaflatioa 
la  the  value  of  lead. 

In  tba  loag  run,  therefore »  capital  galaa  prefaraaca  for 
Incoae  froa  tha  aale  of  reatal  boaalag  aboald  ba  replaced  by  a 
windfall  proflta  tea,  which  wonld  aaoaat  to  a  wirtaally 
coafiacatory  tax  oa  all  aalea.  There  are  aaweral  caweata  to  tbia 
proposal*  however. 

*A  fully  coafiacatory  tax  oa  wiadfall  proflta  woald 
eliainate  virtually  all  lacaativa  to  buy  aad  aall 
exiating  reatal  bouaiag.  Siace  aoaa  private  aarkat 
reallocation  of  the  eziatiag  atock  aay  ba  daairabla»  a 
aarket  aechaniaa  for  doing  ao  woald  ba  prowidad  by 
restricting  the  windfall  profits  tax  to  tba  BOX   raaga. 

*The  wiadfall  profits  tax  will  likely  have  tba  effect  of 
reduciag  the  incentive  to  coaatract  raatal  boaalag.  To 
partially  aitigate  tbia  effect,  the  tax  vill  mot  ba 
applied  to  tba  firat  aale  of  aay  baildiag  by  ita 
builder,  la  which  caaa  profit  will  be  taxed  at  tba 
ordlaary  rate. 
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*8iallar  eoaaldsratleas  sbovld  apply  to  substantial 
rchabllitatlos  or  otbor  capital  iaprovoaonta.  Socb 
invoatmont  la  productlTo*  and  tha  raavltlag  lacraaaa  la 
▼alua  abottld  ba  tazad  at  ordinary  rataa. 

In  tba  abort  run  It  la  not  ba  faaalbla  to  raplaca  tba 
capital  t^lns  (*>  vltb  aa  wladfall  proflta  tax.  Aa  aa  latarla 
■aaaura,  tbarafora*  aa  aatl-apacalatloa  or  daad  traaaftr  ta«  la 
propoaad.  Sacb  tazaa*  vblcb  bava  baaa  adopted  by  aoaa  localltlao« 
bava  tas  rataa  vblcb  ara  lavaraaly  jradaatcd  accordlag  to  tba 
laagtb  of  boldlag.  Uadar  tba  provlalona  of  tbla  Act,  tba  gala  oa 
proparty  bald  Icaa  tbaa  oaa  yaar  would  ba  taxad  at  95Z»  wltb  tba 
rata  dacllnlng  by  5X  par  yaar  tbrougb  tba  tcatb  year*  and  2Z  par 
yaar  tbaraaftar,  a^cntually  IcTclllag  off  at  lOZ  for  proparty 
bald  longar  tban  30  yaara.  Sucb  a  tax  would  llkaly  ba  politically 
popular*  particularly  If  aalca  or  proflta  balow  a  alalaal  aaouat 
wara  axaaptcd.  Sucb  a  tax  would  bava  tba  advantagaa  of  ralalng 
ravaauaa  wblla  discouraging  apaeulatloa;  tbla.  In  turn*  would 
balp  cool  off  ovarbaatcd  boualng  aarkata*  atablllslag 
aalgbborboods  tbraatanad  by  rapid  Inflation.  Sucb  a  tax  would  ba 
a  local  tax  adopted  aa  part  of  a  coawualty'a  federally  aandatad 
Local  Housing  Program,  wltb  any  fuada  collected  earaarkad 
exclualvely  for  aoclal  bousing  prograaa. 

5.  Tax  Exempt  Bonds 

As  previously  noted,  tax  exempt  bonda  are  aa  Inefficient  aad 
extremely  Inequitable  metbod  of  providing  below-market  fuadlag 
for  boualng  prograaa.  Tbe  Program  In  tba  long  run  will  ba 
replaced  wltb  direct  graata  for  aoclal  boualng  conatructloa. 
Until  tbla  occura,  bowever,  tax  exeapt  bonda  will  continue  to 
provide  aome  subsidy  for  bousing  progrsms.  In  no  caae  sbould  tbls 
matbod  of  funding  be  uaed  for  boualng  wblcb  la  outside  tbe  social 
sector,  wbatever  tbe  Income  level  of  Its  target  population. 

6.  Local  Tax  Reform 

a.  Progressive  Keal  Property  Tax 

Tbe  property  tax  Is  regressive,  since  low  Income  bousebolds 
pay  a  blgber  percentage  of  tbalr  Incomea  for  boualng  tban  blgber 
Income  bouaebolda,  and  local  assessaeat  practlcea  bave  beea  abowa 
to  exacerbate  tbe  Inequities.  Tbla  la  particularly  true  In  placea 
wbere  property  valuea  bave  Inflated  mucb  more  rapidly  tban 
incomea  in  recent  years.  (It  abould  be  recalled  tbat  rental 
property  owners  psy  tbese  taxes  out  of  rente.)  Tbe  wave  of 
anti-tax  measures,  beginning  wltb  Callfornla'a  Propoaitloa  13,  la 
a  response  to  tbese  inequities;  tbe  benaflta  of  aucb  meaaurea 
bave  gone  largely  to  tbe  wealtby. 

In  tbe  long  run,  property  taxea  abould  be  replaced  wltb 
adequate  local  revenues  derived  from  federal  income  taxea.  la  tba 
aborter  term,  tbe  property  tax  itaelf  could  be  made  progreaaiva 
by  cbargiag  blgber  tax  ratea  for  more  blgbly  valued  property. 
Sucb  a  reform  would  apply  to  all  realdential  real  estate, 
including  residentially-soaed  vacant  lota.   A  minimum  axcluaion 
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point*  tl«d  to  local  eoadltlons*  vovld  proTid«  cirevit-broakor 
relief  to  lov  iBcoaa  hoaaovnors  and  low  imeova  raaidamca  of 
private  rental  bovaing  (in  tbia  eaaa»,  raata  voald  bava  to  bo 
controlled  to  oaaora  tbat  tbe  tax  aavioga  wero  paaaad  tbrougb  to 
tananta).  A  portion  of  tba  local  property  tax  abonld  be  aarmarbod 
for  aocial  bouaing  prograaa. 

Tbe  rate  diff arantiala  need  not  be  great  to  aigmifieamtly 
enhance  local  revenuea  froa  property  tazea.  Tbia  tax  would  bo  o«o 
aoong  tbe  ▼ariooa  poaaibla  local  ■aaaurea  tbat  aatiafy  eoapliamoo 
vitb  federally  oandatad  local  bovaing  obligationo.  In  aoaa  otatoo 
a  constitutional  aaendaent  aigbt  be  required  prior  to  loaol 
enactoent. 

b.  Luxury  Houaing  Tax 

A  aiailar  idea*  aore  liaited  in  acope*  vould  bo  to  cbarga 
bigher  taxes  on  certain  claaaaa  of  luxury  bouaimg*  tbe  proeoada 
of  which  would  be  earaarked  for  aocial  bouaing  prograaa.  Aa  vitb 
the  progressive  real  property  taxt  tbio  tax  could  be  usod  to 
deuonstrated  local  coaplianca  vitb  federally  aandatad  bouoimg 
requireuents. 

Principal  features  of  aucb  a  tax  vould  include: 

*A  progressive  tax  on  landlord 'a  rental  ineoae   froa 
luxury  uvita— tbat  ia»  unite  tbat  rent  for  aora  tbaa  a 
specified  aaount*  tbe  aaount  dotaraiaad  by  aediam  local 
tenanta*  incoaea; 

*a  progresaive   deed   tranafar   tax  on   luxury  rental 

units— tbat   is,   units   tbat   aell  for  aore   than  a 

specified    aaount*    based    on  local     aarbat 
cbaracteristicss  and, 

*a   aiailar  progressiva  deed   tranafar  tax  on  luxury 
bones. 
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1.    8f  Tint  Privf   Crtdit   Tovr4«   Social  Houtint  0bj«ctiy»« 

In  tht  shore  rvot  tho  osisting  crodit  •ystoa  vill  eontiaao 
to  bo  a  «ajor  aoarco  of  fando  for  all  for«a  of  hooaiat*  8oa« 
imtoria  aoaauroa  aro  tbortforo  diraetod  at  providing  lovor  coat 
crodit  vitbia  tbo  proaoat  fraaovork.  Vbilo  tboao  ■•aauroa  vill  la 
fact  aoeoro  aoao  additional  lovor  coat  faadiag«  tboy  do  aot 
aocoaaarily  proaoto  tbo  aocial  bovaing  objoctivoa  of  tbo  ovorall 
Frograa.  Sinca  thoj  aro  diroetod  at  tbo  privato  rtntal  bonaing 
atockt  it  ia  important  to  tio  anbaidioa  to  eontinnod 
af fordabilitj  of  aobaidiaod  unita.  On  going  control  of  ronta  amd 
aaloa  prieoa  auat  tboroforo  bo  a  part  of  any  anbaidy  propoaod 
ondor  tbia  Soction.  A  furtbor  roquiroaont  ia  that  all  proportioa 
vbieb  roeoivo  anbaidioa  be  offorod  for  pnrcbaao  to  tbo  aocial 
bonaing  aoctor*  at  a  aptcifiod  prico*  aftor  a  doaignatod  period. 
Tbo  prico  and  period  would  dopond  on  tbo  "doptb"  of  tbo  anbaidy. 

Tbo  following  Bocbaaiaaa  gonorally  ontail  Tariona  foraa  of 
anbaidy  within  tho  privato  crodit  oconoay.  To  tbo  oztont  that 
coata  aro  borno  by  privato  crodit  inatitntiona,  tbay  involvo  no 
aignficant  coat  to  tbo  public  aoetor.  Thoy  aro  intandad  to 
"atotr"  privatt  credit  towarda  aocial  bonaing  objoetiToa  by  aeama 
of  rognlationa*  incenti^oa*  or  disinconti^oa*  including  tbo 
following! 

*Thc  Coaaunity  loinvoataont  Act  concept  abonld  ba 
expanded  and  atrengtbened  to  include  not  only 
geographical  reapoaaibility*  but  alao  aa  affiraatiwe 
obligation  to  aeet  the  bonaing  naeda  of  low  and 
aoderatc  incoae  and  ainority  bouaebolda*  by  expaadiag 
and  upgrading  the  bouaing  aupply. 

♦Differential  tanea  can  be  iapoaed  on  private  credit 
inatitutiona*  with  rate  differencca  rewarding  preferred 
typea  of  lending,  ftevenuea  raiaed  by  aueh  tazea  can  be 
targeted  for  uae  aa  direct  granta  to  the  aocial  bouaing 
aector. 

♦Loan  aetaaide  requireaenta,  according  to  which  lendera 
arc  required  to  inveat  apeeified  aaounta  (e.g.,  5-lOZ 
of  aaacta)  for  dcaignated  aocial  bouaing  objeetivoa. 

♦Differential  reaerve  requireaenta  conatitutc  another 
aeana  of  ateering  credit  allocation.  Under  tbio 
approach*  apecial  reaervo  requireaenta  are  iapoaed  for 
aortgagc  loane,  with  larger  reaervea  for  higher-coat 
■ortgagca.  Low-coat  aortgagea  could  be  exeapted 
altogether,  and  lendera  given  a  reeervo  credit  for  aueh 
loana  aa  well.  The  aortgage  reaerwe  balancea  would  be 
inveated  in  low-coat  bouaing.  To  the  extent  that 
lendera  aeet  houaing  targeta,  the  dif ferentiala  would 
be  reduced  or  eliainated. 
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*riaall7,  #  b«loir  aarkat  inf  wt  raf  rcqttir«««mc  can 
b«  lapessd  oa  l«ad«re»  vbsrsby  •  esrtaln  ptrcancaga  of 
loans  auat  ba  aada  at  balov-aarkat  rataa  for  aocial 
boualng  purposaa.  Thia  vlll  rasalt  in  an  imtaraal 
traaafar  (eroaa  aobaldy)  aoong  ^orrovara^  wbaraby 
raclpianta  of  lov  Istaraat  loana  voold  ba  aobaldlaad  by 
oebar  borrovara.  Tbla  approach  ("laeloalonary  bankimg") 
la  aiallar  to  laeloaioaary  aoalat*  vkaraby  davalopara 
ara  roqolrad  to  prlea  a  targatad  pareamtago  of  omita 
for  lov  or  aodarata  laeoaa  ocevpaata. 

Givaa  tha  lacraaaiag  rola  of  laaoraaea  eoapaaiaat  poaaioa 
foada,  aad  otkar  aoa-baaklag  laatlcotioaa  aa  a  aovrca  of  hoaaimg 
cradle «  cara  aoat  ba  takaa  tbat  cbaaa  aaaaoraa  ara  aoc  pamitlTa 
towarda  traditional  laadlag  laatltntloaa.  Tba  laglalatiom  vhlch 
craataa  aucb  aaaauraa  auat  apply  tbaa  aqoally  to  all  aourcaa  of 
cradlt*  aad  earafully  aoaltor  tba  raaulta  to  iaaura  that  tha 
prlvata  credit  acoaoay  la  aot  daatablllaad. 

2.  Bttlldlnt  on  Balatlng  Covarnaant  Frotraaa 

Thara  ara  a  auabar  of  fadaral  prograaa  vhlch  eoald  ba 
modlflad  to  provlda  aoaa  aoelal  hooalag.  la  any  fadaral  projaet 
vhara  prlvata  dtvalopara  raealva  fuadlag*  aueh  aa  throogh  Urbaa 
Da^alopacnt  Actloa  Graata  (UDAG) •  tha  proTlaloaa  of  thla  Act 
raqttlrc  that  aocial  houalag  ba  provldad  aa  a  part  of  tha  proJact. 
Although  tha  Act  doaa  aot  aacooraga  additional  public  kouaiag 
coaatructloa  uadar  Ita  praaaat  iFora  of  flaaaelag*  nor  anpport 
UDAG  or  alallar  prograaa*  It  la  racognlaad  that  thaaa  prograaa 
azlat  and  can  tharafora  ba  uaad  to  proTlda  aoaa  additional  social 
boualnt  1b  tht  abort  run.  For  azanplat 

*Urban  ranawal  prograaa  offar  tha  potaatlal  for  public 
acqulaltlon  of  land  aa  vail  aa  public  control  ovar  tha 
da^alopnant  procaaa*  and  could  thua  ba  uaad  to 
facilitate  conatructloa  for  aocial  ovaarahlp»  if  tha 
prograva  vara  uada  aubjact  to  adaquata  coasualty 
control. 

*Replaca  tax  azaapt  boad  flaaaclag  vlth  axpaadad  dlract 
flaanclng  through  CBDG  and  UDAG  prograaa.  Thaaa  two 
profraaa,  daapita  thalr  llaltatioaa*  ara  asiatiag 
■achaalaaa  by  vhlch  dlract  dlaburaaaaata  ara  «ada  fro« 
the  fadaral  Traaaury  to  localltlaa  for  public  purpoaaa. 
Such  flaaaclag  ahould  ba  llaltad  to  aocial  houalag 
prograaa. 

*TurBkay-typa  prograaa*   lacludlag   tha   fav  raaaiaiag 

public  houalag   projacta   uadar   coaatructioa.  caa 

■   cantlnua  to  provide  unite*   ao   long  aa  projacta  ara 

aubjact   to   appropriate   deaiga   aad  coaatractioa 

ataadarda. 
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ANOTHER  LOOK  AT  HOUSING  ALLOWANCES: 

A  RESPONSE  TO  CHESTER  HARTMAN 

PHILIP  ABRAMS 
U.S.  Dq>aitment  of  Housing  and  Urban  Development 


Program  experience  with  the  Section  8  Existing  HouMing  program  and 
final  research  findings  fiom  the  Experimemai  Housing  AUowance 
Program  have  shown  thai,  contrary  to  Chester  Hartmani  conchaions  in 
his  recent  Journal  article,  housing  allowance  programs  similar  to  HUD's 
proposed  Housing  Payment  Certificate  program  are  an  effective  way  to 
provide  housing  subsidies  fi^rfiunHies  in  need  cf  assistance.  Comparisons 
with  public  housing  and  unrestricted  cash  grams  show  that  allowances 
produce  the  largest  increase  in  housing  consumption  per  subsidy  dollar, 
and  the  design  of  the  Housing  Faymem  Certificate  program  will  assure 
that  those  subsidies  go  tofiumUes  most  in  need.  Criticisms  suggesting  an 
inadequate  supply  of  effordable,  standard  housing  are  refuted  by  the 
Section  8  Existing  record  of  750,000  families  iu>w  renting  units  on  the 
private  market.  Finally,  discrimination  has  not  prevemed  these  families 
from  finding  standard  housittg  or  moving  to  different  neighborhoods.  The 
Housing  Faymem  Certificate  program  is  proposed  not  as  a  substitute  for 
the  Department^  current  conunitmem  to  a  range  qf  housing  programs, 
but  rather  as  the  vehicle  for  new  assistance. 


''Housing  Allowances:  A  Critical  Look,*"  Chester  Hartnian's  article  in  the 
March,  1983  issue  of  this  journal,  raises  a  number  of  questions  regarding  the 
Department  of  Housing  and  Urban  Development's  proposed  Housing  Payment 
Certificate  program  by  fmding  fault  with  housing  allowances  as  tested  in  HllD*s 
ten-year  Experimenul  Housing  Allowance  Program  (EHAP). 

Mr.  Hartmanis  interpretation  of  the  EHAP  experience  is  in  some  cases  based 
on  reports  that  used  preliminary  data,  and  does  not  uke  into  consideration  the 
fieatuies  of  the  proposed  program  that  would  affect  the  areas  of  his  concern. 
Further,  we  believe  that  the  final  research  findings  from  EHAP  and  surveys  of  the 
Section  8  Existing  Housing  program  lead  to  a  quite  different  set  of  conclusions. 
Housing  allowance  programs  do  work,  and  work  well  by  every  test-user 
satisfaction,  efficient  use  of  subsidy  dollars,  and  ease  and  economy  of 
administration.  By  basing  the  Housing  Payment  Certificate  program  on  the 
experience  of  EHAP  and  the  Section  8  Existing  Housing  program,  the 
Department  has  been  able  to  refine  the  program  design  and  improve  on  those 
cariier,  successful  efforts. 

The  Certificate  program  proposed  by  HUD  would  provide  rental  assistance 
to  very  low  income  renters  living  in  privately  owned  housing.  For  families  chosen 
|o  participate  in  the  program,  the  assistance  payment  would  be  based  on  the 
difference  between  a  paymem  standard-^ht  cost  of  modestly  priced  rental 
housing  in  a  particular  area-and  the  amount  a  household  is  required  to  pay  based 
on  family  income  and  composition.  A  family  may  rent  a  unit  for  more  than  the 
payment  standard  and  pay  the  additional  amount.  Conversely,  a  family  may  rent 
a  unit  for  less  than  the  payment  standard  without  having  the  subsidy  reduced.  The 
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program  thus  contains  a  shopper's  incentive  which  serves  to  contain  any 
inflationary  impact  on  rents  and,  more  imporuntly,  to  permit  assisted  families  the 
similar  range  of  choice  between  housing  and  other  needs  that  unassisted  families 
exercise. 

This  response  to  Mr.  Hartman^s  article  will  be  limited  primarily  to  replying* 
in  turn,  to  each  of  the  five  points  identified  by  the  abstract:  that  only  a  small 
portion  of  the  housing  allowance  is  spent  on  housing;  that  those  who  most  need 
housing  assistance  are  least  likely  to  be  served;  that  the  stock  of  vacant  units  is 
inadequate  to  meet  demand;  that  landlords  are  not  likely  to  repair  substandard 
units;  and  that  discrimination  will  inhibit  mobility  that  is  necessary  to  place 
recipients  in  standard  units.  In  each  case,  we  believe  that  the  actual  result  is 
contrary  to  the  implications  of  the  article. 

/.  A  larger  portion  of  the  housing  allowance  u  spent  on  additional  housing  than 
in  other  programs. 

Hartman  indicates  that  a  major  drawback  of  the  housing  allowance  program 
is  that  only  a  small  portion  of  it  is  spent  on  additional  housing.  He  implies  that 
other  programs  produce  larger  increases  in  consumption  per  subsidy  dollar.  This 
overlooks  the  basic  fact  that  one  of  the  principal  problems  being  addressed  by  the 
program  is  that  of  housing  affordability .  A  family  with  rent  burden  in  excess  of  50 
percent  of  income  is  in  need  of  housing  assistance  as  much  as  a  family  occupying  a 
subsundard  unit,  and  the  fact  that  they  do  not  necessarily  increase  tbeir  housing 
consumption  does  not  detract  from  the  real  benefit  derived  from  the  assistance. 
The  number  of  such  families  is  large;  while  19  percent  of  very  low-income  renter 
families  live  in  inadequate  units,  51  percent  have  rent  burdens  greater  than  30 
percent  of  income. 

However,  if  we  accept  Hartnuinls  argument  that  an  increase  in  housing 
consumption  is  the  true  measure  of  program  effectiveness,  housing  allowances 
outperform  other  programs  in  this  regard  as  well.  Exhaustive  studies  done  as  part 
of  EH  AP  compared  consumption  changes  and  found  the  relationships  as  shown 
in  Table  I. 

Table  I 
CONSUMPTION  CHANGES  PER  DOLLAR  OF  TOTAL  PROGRAM  COST 


Type  of  Public 

Consiunption  Hoinliig  AUowancet  Caiii  Gnnli 


Housing  X)5  .13  Sff 

Other  .29  .71  ^2 

TOTAL  M  M  X9 

Cea^iM  iwm  Mayo.  If7«  aad  U^oti4  h  mL.tWl. 

Housing  subsidies,  either  in  cash  or  in-kind,  have  two  types  of  impacts  on 
families:  They  can  (1)  increase  the  amount  of  housing  families  consume  or  (2) 
lower  the  families'  housing  cosu  thereby  increasing  the  money  that  is  available  for 


Digitized  by  VjOOQIC 


2986 


other  things  such  as  food  and  clothing.  Amount  of  housing  refers  to  the  value  of 
space,  amenities  and  other  characteristics  that  are  associated  with  a  housing  unit. 

The  total  program  cost  for  a  housing  program  includes  direct  costs  of 
providing  these  henefits  to  families,  administering  the  program,  and  making 
interest  payments  on  any  bonded  indebtedness.  It  also  includes  indirect  cosu  such 
as  foregone  local  property  taxes  and  Federal  revenue  losses  due  to  such  factors  as 
accelerated  depreciation  and  tax-exempt  financing. 

In  a  housing  allowance  program,  the  only  overhead  cost  is  administration. 
As  a  result,  84  oenu  out  of  every  program  dollar  flows  through  to  the  families  in 
one  form  or  another.  On  average,  these  families  spend  13  cenu  increasing  the 
amount  of  their  housing  in  relation  to  their  pre-subsidy  dwelling,  and  71  cents  for 
the  consumption  of  other  things— thus  reducing  their  rent  burden  to  a  more 
reasonable  level. 

In  public  housing  (and  other  construction-oriented  programs)  a  large  part  of 
the  total  subsidy  dollar  does  not  reach  low-income  families  either  in  cash  or  in 
housing  services  because  it  goes  to  such  costs  as  interest  payments,  indirect  costs 
and  administration.  Only  34  cents  of  each  program  dollar  resulu  in  housing 
benefits  for  recipients.  The  bulk  of  this  benefit  reduces  rent  burden,  with  only  five 
cents  used  for  increased  housing  consumption. 

Since  unrestricted  cash  grants  are  easiest  to  administer,  the  largest 
proportion  of  their  subsidy  flows  through  to  the  recipients.  However,  since  this 
program  is  not  earmarked  for  housing,  most  of  it  is  spent  on  non-housing 
commodities  and  only  seven  cents  is  directed  to  increased  housing  consumption. 

Dollar  for  dollar,  housing  allowances  actually  provide  more  housing  to  the 
recipient  families  than  does  a  construction-orientod  program-almost  three  times 
as  much. 

2.  Housing  allowances  do  serve  those  who  need  it  most. 

Subsidies  under  the  housing  allowance  are  determined  by  a  formula  that 
reduces  the  subsidy  as  incomes  increase.  As  a  result,  the  very  poorest  families  get 
the  largest  subsidies  while  better-off  families  get  smaller  ones.  In  EH AP,  families 
who  were  eligible  for  only  small  subsidies  rarely  applied.  Families  eligible  for  the 
largest  subsidies  were  more  likely  to  enroll. 

Unfortunately,  those  families  with  the  lowest  incomes  also  generally  live  in 
the  very  worst  housing.  As  a  result,  it  is  more  likely  that  subsuntial  repairs  to 
their  dwellings  will  be  required  in  order  for  the  families  to  qualify  for  payments 
without  moving.  In  EHAP  these  families  were  likely  to  have  lower  participation 
rates.  Nevertheless,  the  lowest  income  families  are  still  the  most  likely  to  become 
recipients  of  assistance,  and  participating  families  were  indeed  poor  gross 
household  income  in  1979  was  $4,700  in  Green  Bay  and  S3  J80  in  South  Bend 
(Lowry,  1981). 

To  help  assure  that  the  assistance  available  under  the  Housing  Pajrments 
Certificate  program  does  reach  those  most  in  need,  new  families  coming  into  the 
program  must  be  very  low  income,  i.e.,  have  incomes  at  or  below  50  percent  of  the 
area  median.  Priority  in  selecting  families  to  be  assisted  will  be  given  to  those  who 
have  been  displaced,  are  occupying  substandard  units,  or  have  rent  burdens 
gftater  than  50  percent  of  median  income.  Since  the  program  will  not  serve  all 
digiMe  families  (unlike  EHAP),  and  since  there  are  already  long  waiting  lists,  it 
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will  be  possible  to  provide  assistance  to  those  most  in  need. 

The  administration  proposes  to  continue,  of  course,  other  housing  programs 
which  will  be  supplemented  by  the  Certificate  program.  The  public  housing 
program  will  continue,  as  will  the  Section  8  Existing  program  and  the  Section  202 
housing  program  for  the  elderly  and  handicapped.  In  addition,  ongoing 
commitments  to  more  than  570j000  units  in  Section  8  New  Construction  and 
Substantial  Rehabilitation  will  continue. 

HUD^s  fiscal  year  1984  legislative  proposal  would  allow  CDBG  funds  to  be 
used  for  the  construction  of  new  housing  where  needed.  The  Rental 
Rehabiliution  program,  also  part  of  the  FY  1984  proposal,  will  be  another  source 
of  units  added  to  the  stock  of  standard  housing  and  includes  a  provision  to  assure 
affordable  rents  in  rehabiliuted  units.  (Mr.  Hartman  correctly  notes  the  vahie  of 
structuring  a  rehabilitation  program  in  this  way.)  Further,  the  rental 
rehabiliution  program  will  be  targeted  to  serve  households  not  well-eerved  by 
other  programs,  such  as  large  families  and  the  handicapped.  Large  fiamilies  would 
also  benefit  from  policies  now  under  consideration  to  increase  the  proportional 
adjustment  of  the  payment  standard  (and  the  Fair  Market  Rent  for  Section  8 
Existing)  for  units  with  three  or  more  bedrooms. 

i.  The  Slock  of  units  is  adequate  to  meet  the  demands  of  voucher  recipknti. 

Since  1976,  the  Section  8  Existing  Housing  program  has  provided  subsidies 
to  low-income  families  in  much  the  same  way  that  is  proposed  for  the  Cdtificate 
program.  During  the  ensuing  seven  years  the  program  has  grown  rapidly.  Now 
there  are  more  than  750,000  families  being  served  by  this  program  throughout  the 
country.  Every  year  about  20  percent  of  these  certificates  change  hands  as  families 
currently  served  leave  the  program  for  a  variety  of  reasons.  Thiu  the  nation^ 
housing  markets  have  been  absorbing  about  140,000  new  certificate  holders  a 
year.  About  half  of  these  families  received  subsidy  in  their  pre-enrollment  unit, 
indicating  that  the  landlord  was  willing  to  participate  in  the  program  and  that  the 
unit  either  passed  the  Housing  Quality  Standards  or  received  improvements  so 
that  it  could  pass  the  standards.  It  is  not  necessary  to  have  one  vacant  unit  for 
each  new  voucher  certificate  added. 

In  any  given  year,  the  number  of  affordable  units  that  becomes  avaihible  is 
large;  the  turnover  rate  on  uniu  that  are  occupied  by  unsubsidiaed  income-eligible 
families  was  38  percent  in  1980.  This  means  that  over  3  J  million  units  become 
available  to  new  occupants.  Of  course  participants  in  the  Cdtificate  program  can 
lease  any  rental  unit,  not  just  those  presently  occupied  by  income-digible  families. 

In  1984,  new  certificates  proposed  to  be  issued  will  be  only  a  fraction  of  the 
households  currently  served  and  the  additional  demand  on  the  rental  market  will 
be  less  than  it  was  in  the  past.  In  addition,  under  the  Cdtificate  program  we  are 
proposing  to  remove  the  rent  cap-a  nuyor  factor  that  made  units  hard  to  find  in 
certain  communities  under  the  Section  8  program. 
4.  Landlords  wiil  repair  substandard  units. 

Our  experience  in  the  Section  8  Existing  Housiog  prognun  has  shown  that 
kndlords  are  willing  to  make  repairs  averaging  about  S200  to  brioga  unit  up  to 
standard  so  that  a  qualifying  househokl  can  move  in  or  remain  in  the  imit  and  be 
assisted  by  the  program.  It  is  true  that  this  will  not  rehabilitate  a  fross^ 
dilapidated  unit.  However,  the  relevant  question  is,  liow  much  repair  is 
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Data  gathered  in  the  Annual  Housing  Survey  suggest  that  about  80  percent 
of  all  housing  units  occupied  by  eligible  households  would  either  pass  the  Section 
8  Housing  Quality  Sundards  or  could  be  repaired  in  order  to  pass  with  the 
modest  repair  actions  we  expect  the  Certificate  program  to  stimulate. 

In  EH  AP,  many  of  the  needed  repain  were  made  by  the  tenants  themselves. 
The  needed  repairs  generally  required  only  a  minimum  of  materials  and  a  small 
amount  of  relatively  unskilled  labor.  A  wise  tenant,  when  offered  the  prospect  of  a 
S2j000  per  year  reduction  in  rent,  can  be  expected  to  use  his  own  effort  to  bring 
the  unit  up  to  standards. 

The  Housing  Payment  Certificate  program  is  not  a  rehabilitation  program.  A 
separate  rental  rehabiliution  program  is  being  proposed  for  that  purpose.  Rather, 
the  Certificate  program  will  assist  households  in  obtaining  affordable  units  in 
standard  or  repairable  condition. 

EH  AP  research  has  shown  that  a  program  of  annual  inspections  is  necessary 
to  maintain  the  quality  of  units  and  prevent  deterioration.  The  Certificate 
program  will  contain  this  provision. 

5.  Discrimination  wUl  not  inhibit  mobiiUy  necessary  to  place  recipients  in 
standard  units. 

The  success  of  the  open  enrollment  programs  in  two  of  the  EH  AP  sites,  and 
the  fact  that  more  than  750,000  families  in  the  Section  8  Existing  Housing 
program  have  located  standard  housing  throughout  the  United  States,  suggests 
that  discrimination  is  not  a  barrier  to  program  success. 

In  EHAP  most  of  the  mobility  that  did  occur  in  response  to  unfavorable 
housing  inspection  reporu  was  within  neighborhoods  rather  than  between 
neighborhoods.  Mobility  patterns  in  Green  Bay,  Wisconsin,  which  has  virtually 
no  minorities,  were  almost  identical  to  the  patterns  in  South  Bend,  Indiana,  which 
has  a  substantial  minority  population  and  clearly  demarked  racial  boundaries. 

Both  EHAP  and  Section  8  experience  has  shown  that  inter-neighborhood 
mobility  is  not  necessary  for  recipients  to  find  standard  units.  Hovifever,  the 
Certificate  program,  without  a  rent  cap,  provides  more  opportunity  for  families  to 
move  if  they  so  desire.  (Further,  the  Certificate  program  will  allow  families  with 
Cdtificates  to  move  not  only  between  areas  but  also  between  states  while 
continuing  to  receive  assistance.) 

EHAP  data  also  has  shown  that,  in  spite  of  possible  discrimination,  mobility 
does  take  phice.  Among  movers  initially  living  in  the  central  city,  18  percent  in 
Pittsburgh  and  33  percent  in  the  Phoenix  experiments  moved  to  the  suburbs.  In 
the  Section  8  Existing  program,  data  from  a  1979  study  showed  that  89  percent  of 
those  who  wanted  to  move  did  so. 

The  real  question  is  whether  discrimination  will  inhibit  program  effectiveness 
for  minority  families,  and  the  best  indicator  of  that  is  the  participation  of  minority 
iaoiilies  In  the  Section  8  Existing  program.  In  1979,  a  study  of  the  Section  8 
program  in  urtwn  areas  (Abt,  1981)  found  that  fully  50  percent  of  the  Section  8 
Existing  recipienu  were  minority  households,  which  is  about  6  percentage  poinu 
higher  than  the  proportion  of  minority  households  in  the  eligible  popuhition.  In 
the  New  Construction  program,  by  contrast,  minority  participation  was 
significantly  smaller  than  their  representation  in  the  eligible  popidation.  Only  31 
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percent  of  non-elderly  recipients,  and  II  peroenl  of  elderly,  mttt  minority 
households.  This  indicates  that,  far  from  being  inhibited  by  discrimination,  a 
housing  allowance  program  actually  performs  better  in  serving  minorities  than  do 
some  project-based  programs.  This  same  study  also  found  evidence  of  significant 
neighborhood  racial  deconcentration  for  minority  households  in  the  Section  S 
Existing  program-particularly  for  black  households  who  move  (who  accounted 
for  61  percent  of  black  recipienu).  On  average,  black  households  moved  from 
neighborhoods  that  were  52  percent  minority  to  neighborhoods  with  40  percent 
minority  residents. 

OTHER  POINTS 

Throughout  his  article,  Mr.  Hartman  makes  assertions  about  EH  AP  and  the 
Section  8  Existing  Housing  program  that,  in  our  opinion,  are  not  borne  out  by 
research  fmdings  and  program  experience.  To  respond  to  the  principal  points 
among  his  assertions,  we  would  like  to  note  the  following: 

1.  Mr.  Hartman  indicates  that,  the  EHAP  data  notwithstanding,  an 
allowance  program  could  be  inflationary  and  result  in  a  'Substantial  amount 
of...subsidy...lining  landlords*  pockets.**  This  is  simply  not  true.  In  EHAP  full- 
entitlement  cities,  five  years  of  program  impact  produced  a  rent  increase  due  to 
the  program  of  only  a  fraction  of  one  percent  per  year  (Lowry,  j98l).  The 
proposed  program  is  a  continuation  and  modification  of  the  current  Section  8 
Existing  Housing  program  and  will  not  approach  full-entitlement  proportions. 

As  evidence  of  the  potential  inflationary  impact,  Mr.  Hartman  quotes  a 
study  which  reported  rents  rising  at  rates  faster  than  the  CPI  rent  index  in  certain 
metropolitan  areas  with  high  proportions  of  Section  8  Existing  rental  units.  More 
recent  studies  have  suggested  that  increases  in  such  areas  are  actually  quite 
unusual  and  do  not  relate  to  the  level  of  program  activity. 

The  reason  for  rent  increases  in  the  Section  8  Existing  Housing  program  is 
the  nature  of  the  subsidy  formula:  the  rent  that  a  family  pays  is  dependent  only  on 
the  family  *s  size  and  income.  The  family  does  not  have  to  pay  more  if  the  housing 
agency  agrees  to  pay  the  landlord  a  higher  rent.  There  is  thiu  no  incentive  to  the 
landlord  or  the  tenant  to  set  a  rent  below  this  oeiliog. 

In  the  Housing  Payment  Certificate  program,  this  flaw  in  the  Section  8 
Existing  program  will  be  eliminated.  Subsidies  will  be  based  on  the  diflerenoe 
between  the  payment  sundard  and  a  percentage  of  the  family^  income.  Tenants 
will  -be  free  to  rent  units  above  or  below  this  sUndard.  However,  since  the  subsidy 
will  noi  vary  with  rent,  renu  below  the  payment  standard  will  result  in  direct 
benefit  to  the  tenants.  This  will  create  an  incentive  for  tenanu  to  negotiate  lower 
rents. 

2.  Harunan  suggesu  that  the  rent  subsidy  provisions  of  public  assistance  are 
a  valid  analogy  to  a  housing  allowance  program,  and  cites  information  that  a 
substantial  portion  of  public  assistance  families  are  iO-housed.  Yet,  there  is  an 
important  difference  between  public  assisunce  and  the  Geitificate  prognun. 
Public  assistance  is  not  earmarked.  There  is  no  requirement  that  units  be 
inspected  and  pass  housing  quality  sundards.  The  Certificate  program  will  avoid 
this  pitfall  by  requiring  inspections. 

It  is  interesting  to  note  that  while  Hartman  deplores  the  high  rate  of 
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deteriorated,  unsafe*  unsanitary  or  overcrowded  housing  among  recipients  of 
public  assistance  shelter  allowances,  he  elsewhere  argues  that  enforcing  housing 
standards  reduces  participation  rates  in  allowance  programs  and  forces  many  who 
do  participate  to  move.  It  is  worth  pointing  out  that  a  housing  allowance  program 
IS  the  only  type  of  housing  assistance  that  offers  families  even  the  possibility  of 
remaining  in  their  own  units.  About  half  do  so. 

While  enforcing  standards  does  mean  that  some  families  may  have  to  move, 
it  is  the  only  way  to  avoid  the  problem  Mr.  Hartman  fmds  with  public  assistance 
shelter  allowances.  The  inspections  and  housing  standards  insure  that  the 
Housing  Payment  Certificate  program  truly  will  be  a  housing  program,  producing 
increases  in  the  quality  of  recipients*  housing,  and  not  simply  an  income  transfer 
program. 

The  Housing  Payment  Certificate  program  addresses  the  major  problem  that 
needy  families  face:  high  rent  burden.  It  does  so  while  assuring  that  they  live  in 
housing  that  is  decent,  safe  and  sanitary. 

3.  Hartman  contends  that  an  allowance  program  will  have  a  negative  impact 
on  public  housing.  But  if  the  Section  8  Existing  program  with  750,000  units  has 
not  devastated  the  public  housing  program,  why  will  the  new  program  with  a  few 
technical  changes  and  10  percent  additional  units  do  so?  HUD  has  no  intention  of 
abandoning  the  public  housing  program,  as  evidenced  by  Fiscal  Year  1984  budget 
proposals  for  operating  subsidies  and  modernization  funds.  It  serves,  and  will 
continue  to  serve,  an  important  segment  of  the  low-income  population.  HUD  is 
conunitted  to  channeling  new  program  monies  in  another  direction,  however. 
This  is  why  the  Certificate  program  is  being  proposed. 

4.  Hartman  suggests  that  traditional  government  housing  programs  produce 
additional  housing  for  the  poor.  However,  careful  studies  (Murray,  1979)  have 
shown  that  there  is  a  significant  '^substitution  effect.*"  Research  on  the  Section  8 
New  Construction  program  found  that  95  percent  of  the  subsidized  construction 
took  the  place  of  unsubsidized  units  which  would  have  been  built  without  the 
federal  assistance.  The  program  that  produces  the  largest  increase  in  housing 
consumption  per  tax  dollar  is  one  that  earmarks  the  subsidy  for  rent  and  delivers 
it  directly  to  the  tenant  or  his  landlord:  i.e.,  the  Housing  Payment  Certificate 
program. 

SUMMARY 

The  Housing  Payment  Certificate  program  represents  an  addition  to,  not  a 
substitute  for,  the  significant  federal  investment  in  public  housing  and  Section  8 
New  Construction  and  Substantial  Rehabilitation  projects.  Our  commitments  to 
those  projects  will  be  maintained,  and  will  assure  that  the  investment  continues  to 
provide  hoiuing  for  the  nation"^  needy  families.  However,  future  growth  in 
housing  assisunce  programs  will  be  directed  into  the  Certificate  program  because 
research  and  program  experience  have  shown  that  it  produces  more  housing 
benefits  per  dollar  than  any  other  type  of  program  that  has  been  tried. 
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Homing  alluwaniti  do  not  perform  as  wtU  as  other  subsidy  approaches 
akmg  many  important  dimensions.  Limiting  allowances  to  the  ^erypooe 
guarantees  Jaiture  of  the  program,  as  it  is  the  very  poor  who  are  least  able 
to  find  decent  housing  on  the  private  market.  Studies  of  the  Section  8 
Existing  Housing  program  demonstrate  the  bmdequacy  of  the  housing 
stock  to  meet  hw^irwome  households'  shelter  needs.  And  the  various 
forms  oj  housing  discrimination  further  reduce  access  to  vacant  units. 
Finally,  the  reduction  in  subsidy  leveb  proposed  in  the  Housing  Payment 
Certificate  program,  compared  with  the  Section  8  program,  makes  the 
program's  "shopper's  incentive"  illusory.  The  program  lUiely  will  result  in 
higher  rents  and  will  exacerbate  the  itffordabUity  problem  it  was  designed 
to  alleviate. 

1  seem  to  be  developing  a  minor  career  subspecialty  of  responding  to  and 
being  responded  to  by  housing  and  renewal  officials.^  Such  interchanges  usually 
make  good,  lively  reading  and  help  clarify,  through  the  sharpening  process  of 
debate,  real  differences  in  positions,  something  especially  true  in  this  instance. 

It  will  be  easiest  for  readers  if  1  respond  to  each  of  Abrams'  responses 
seriatim: 

I,  The  impact  oj  different  government  housing  subsidy  programs  on  housing 
coruumption:  Whether  housing  allowances  outperform  other  forms  of  housing 
subsidy,  as  measured  by  increases  in  housing  consumption,  is  far  less  certain  than 
Abrams  would  have  us  belie\e.  Such  cross-program  studies  have  also  been  done 
with  respect  to  the  critical  and  related  dimension  of  subsidy  costs  to  the 
government:  a  careful  1980  GAO  study  concluded  that  *^or  units  of  the  same 
quality,  public  housing  is  the  least  costly  ahernative  over  a  20-year  subsidy  life 
and  it  results  in  housing  projects  which  are  likely  to  provide  service  for  much 
longer  than  privately  owned  section  8  units**  (GAO,  1980:1 13;  similar  results  are 
found  in  GAO  (1978:117,  130-33). 

The  various  studies  Abrams  cites  that  purport  to  document  the  superiority  of 
housing  allowances  in  regard  to  housing  consumption  are,,for  the  most  part,  the 
exercises  of  econometricians  and  model-makers  (Mayo  et  al.,  1980;  Rydell  and 
Mulford,  1982).  Although  recipients*  consumption  patterns  while  in  a  program 
are  directly  observable,  what  patterns  of  consumption  would  have  been  without 
the  program  have  to  be  estimated  through  use  of  assumptions  and  modeling 
techniques  that  are  by  no  means  as  reliable  as  is  implied  by  the  precise  and 
scientific  language  within  which  they  are  couched.  (See  Mulford  et  al.,  l982'.4-7 
for  a  description  of  the  byzantine  methodology  by  which  such  estinuites  have  been 
made;  it  is  troubling,  and  1  think  not  without  significance,  that  the  work  of  these 
econometricians  is  almost  always  presented  in  an  obscurantist  form,  and  that  they 
either  will  not  or  cannot  reduce  their  work  to  program  terms  readily  fathonuible 
by  non-econometricians  who  work  directly  in  housing.) 
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The  alleged  poor  performance  of  traditional  public  housing  in  the 
comparison  studies  Abrams  cites  is  attributed  to  **above-niarket  development 
costs**  (which  are  not  demonstrated,  particularly  holding  construction  standards 
and  quality  constant)  and  to  **cutbacks  in  privately  supplied  housing  that  oibti 
almost  nine-tenths  of  publicly  supplied  housing**  (Rydell  and  Mulford,  I982:vi)— 
an  alleged  ''substitution  effect**  1  deal  with  separately  below.  A  GAO  study 
comparing  public  housing  with  Section  236  rental  housing— like  Section  8  new 
Construction,  privately  built  with  government  subsidies  (to  the  developer  under 
Section  236,  to  the  occupant  under  Section  8)-concluded:  **lt  is  also  true  that 
public  housing  is  probably  built  to  higher  standards  than  Section  236  and  that  the 
inspection  to  these  standards  is  probably  more  rigorous,  but  this  generally  resulu 
in  a  higher  quality  unit**  (GAO,  1978:104). 

Moreover,  comparing  the  efficiency  of  housing  certificates  vs.  public  housing 
in  terms  of  consumption  patterns  alone  is  grossly  misleading.  Subsidies  allowing 
low-income  households  to  live  in  private  units  owned  by  profit-maximizing 
landlords  have  no  long-term  benefits  to  the  society  at  large;  after  5, 20  or  40  years 
of  such  assistance  the  public  has  built  up  no  equity,  and  possesses  nothing.  After 
40  years  of  paying  out  subsidies  for  traditional  public  housing,  the  public  owns, 
free  and  clear,  a  development  with  useful  remaining  life  and  the  land  it  occupies. 
To  compare  favorably  the  immediate,  apparent,  small  overhead  cost  of  housing 
allowances  with  the  apparently  far  higher  overhead  costs  of  public  housing,  which 
include  one-time  repayment  of  bonded  indebtedness,  is  to  ignore  the  obvious  fact 
that  private  housing  rents  perpetually  include  a  very  large  sum  for  debt 
repayment,  and  ignores  as  well  the  longer  term  social  benefits  of  housing  owned 
and  operated  on  a  non-profit  basis. 

2.  The  question  of  who  is  and  is  not  served  by  housing  dUowances:  Abrams 
notes  that  Hl)D*s  proposed  Housing  Payment  Certificate  program  will  serve  only 
the  very  poor,  those  with  incomes  under  50  percent  of  the  area  median.  In 
principle,  1  also  favor  allocating  scarce  resources  to  those  most  in  need  (although  1 
find  abhorrent  the  context  of  vastly  limited  social  welfare  programs  that  the 
Administration  Abrams  serves  has  put  forward).  But,  as  Abrams  notes, 
unfortunately  the  very  poor  are  likely  to  live  in  the  very  worst  housing,  and  sinoe 
such  housing  of  course  requires  the  highest  repair  investments  to  bring  it  to 
standard  condition,  their  participation  rates  in  the  Experimental  Housing 
Allowance  Program  (EHAP)  were  lowest.  Abrams  somewhat  confuses  the  iuue 
by  suting  that  most  housing  aid  went  to  the  lowest  income  households.  These 
households  are,  as  he  notes,  more  likely  to  need  aid,  and  so  the  iuue  really  is  the 
extent  to  which  those  most  in  need  are  likely  to  receive  aid,  not  the  overall 
distribution  of  recipients  by  income.  And  on  this  score  everyone  acknowledges 
that  housing  allowances  dont  do  so  well. 

Returning  to  the  housing  consumption  question,  a  fundamenul  flaw  in  the 
Administration*^  reasoning  is  that,  by  restricting  hotuing  allowance  eligibility  to 
the  very  poor,  the  focus  is  on  the  group  that,  as  shown  by  EHAP  research  and 
experience  with  the  Section  8  Existing  program,  is  least  likely  to  use  the  money 
for  housing,  given  their  desperate  financial  straits.  The  very  poor  are  also  least 
likely  to  be  able  to  find  the  housing  posited  by  the  model-mildly  defective  unitt 
that  can  be  made  sundard  with  a  SlOO-200  investment  and/or  a  little  tenant 
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labor.  The  lower  the  income  group,  the  more  we  need  income  supplement  and 
redistribution  programs,  not  housing  granu. 

It  seems  to  me  highly  misleading  for  Abrams  to  boast  that  the 
Administration  will  continue  other  low-income  housing  programs.  For  the  most 
part,  they  do  so  only  because  Congress  did  not  allow  budget  cuts  as  extreme  as  the 
Reagan  Administration  proposed.  Section  8  contractual  commitments  already  in 
place  cannot  be  abrogated.  The  relevant  statistic  is  how  much  new  budget 
authority  the  Administration  and  HUD  propose  for  housing  programs.  And  the 
1984  budget  proposes  a  94  percent  cut  in  the  level  of  new  HUD  budget  authority 
for  assisted  housing.  The  level  of  new  budget  authority  for  HUD*s  low-income 
housing  programs  is  about  2  percent  of  what  it  was  when  President  Reagan  took 
office  and  2  percent  of  the  budget  President  Ford  proposed  in  1977,  just  before 
leaving  office  (Low  Income  Housing  Information  Service,  1983). 

Abrams*  references  to  HUD*s  other  1984  legislative  proposals  are  similarly 
disingenuous.  Adding  new  housing  construction  to  the  list  of  eligible  Community 
Development  Block  Grant  activities  only  increases  already  stiff  competition  for  a 
static  or  dwindling  pot  of  these  funds  (now  being  opened  up  to  other  newly 
eligible  activities  as  well).  New  housing  construction  is  very  expensive  and  local 
governments  are  not  likely  to  commit  themselves  to  the  long-term  subsidies 
housing  construction  requires  when  they  are  assured  of  CDBG  funds  for  only  a 
few  years. 

And  HUD*s  proposed  Rental  Rehabiliution  program  hardly  fills  the  needs 
the  housing  voucher  approach  does  not  cover.  HUD  is  asking  a  mere  SI 50  million 
for  the  entire  program-enough  for  only  30,000  units  nationally  (at  HUD^s 
assumed  cost  of  S5,000  per  unit,  a  per  unit  figure  far  too  small  to  permit 
upgrading  of  a  large  proportion  of  the  nation *s  seriously  subsundard  stock). 
Analyses  of  the  proposed  program  by  the  General  Accounting  Office  indicate  that 
**withuut  adequate  guidance,  communities  will  device  rental  rehabilitation 
programs  directed  primarily  at  the  rehabiliution  of  housing  units  without 
adequate  consideration  of  the  benefits  from  such  rehabilitation  to  lower  income 
renter  households"  (GAO,  1983:3).  Based  on  studies  of  housing  rehabiliution 
activity  under  the  CDBG  program,  the  GAO  (1982)  cautioned- that  the  renul 
rehabiliution  program  might  induce  gentrification  and  displacement  effects- 
renovation  beyond  basic  needs,  inadequate  controls  over  rent  increases,  and 
insufficient  concern  for  whether  current  residents  and  others  in  the  lower-income 
category  can  afford  the  renovated  units. 

i.  Wheiher  the  existing  housing  stock  is  adequate  to  meet  the  demands  of 
voucher  recipients:  Using  turnover  in  the  Section  8  Existing  program  to 
demonstrate  the  availability  of  adequate  housing  is  terribly  misleading.  That  20 
percent  of  Section  8  Existing  certificates  change  hands  annually  is  a  sutistic 
which  by  itself  says  nothing.  We  do  know  from  recent  studies  that  very  high 
proportions  of  Section  8  Existing  certificate  holders  in  New  York  City  and  in  the 
Chicago,  Los  Angeles,  Hartford  and  Baltimore  metropoliun  areas  are  unable  to 
find  adequate  sundard  units  and  that  these  unsuccessful  seekers  tend  to  be  low- 
income,  nonelderly,  minority  and  larger  households-particularly  larger  single- 
parent  households  (DeGiovanni  and  Brooks,  1982;  Brooks  and  DeGiovanni, 
1982).  A  1978  HUD  study  of  this  program  came  to  identical  conclusions  (Drury  et 
al.,  1978: 16,  Table  I).  Why,  if  the  supply  of  housing  is  adequate,  is  there  so  high  a 
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drop-out  rate  from  the  Section  8  Existing  prognm,  with  so  many  houicfaolds 
unable  to  make  use  of  the  certificate  they  receive?  And  wonit  the  drop-oui  ratc^ 
increase  markedly  if,  as  discussed  below,  the  payment  standard  is  lowered? 

Research  shows  that  a  very  high  proportion  of  Section  8  Existing  units  are  . 
substandard.  A  1981  study  of  that  program  for  HUD  concluded,  ^...half  of  the 
[Section  8  Existing]  program  uniu  still  did  not  meet  the  program  bousing 
sundards  as  they  were  interpreted  for  this  study**  (HUD,  l98l:S-3).  Although 
very  high  proportions  of  Section  8  Existing  recipients  were  in  pre-program 
housing  that  would  not  meet  Section  8  Acoepubility  Criteria,  amaiuifly,  the 
proportion  of  recipients  in  units  meeting  these  criteria  does  not  drop  much  after 
entering  the  program,  and  about  half  of  such  recipients  remain  living  under 
conditions  below  Section  8  Accepubility  Criteria.  Among  recipients  who  move, 
the  proportion  in  substandard  units  drops  from  79  percent  to  only  55  percent; 
among  recipients  who  stay  in  place,  about  one-fourth  indicate  they  were  required 
to  have  repairs  made  in  order  to  meet  Acceptability  Criteria,  and  of  these 
recipients,  82  percent  were  in  subsundard  housing  before  entering  the  program, 
and  77  percent  still  were  in  subsundard  housing  ^ter  entering  the  program 
(HUD,  1981:S-8).  These  fmdings  dont  say  much  for  the  housing  allowance  model 
of  move-and-repair,  and  even  less  for  the  repair-in-place  model. 

More  generally,  1  am  truly  amazed  to  fmd  Abrams  exhuming  the  thoroughly 
discredited  ''turnover"  concept  to  demonstrate  housing  availability.  Neither 
conceptually  nor  in  the  real  world  should  housing  turnover  rates-the  movement 
of  households  from  one  unit  to  another-be  confused  with  housing  vacancy  rates- 
the  existence  of  a  supply  of  empty  units  in  excess  of  the  total  demand  for  housing 
in  a  given  market  area.  One  can  have  very  high  turnover  rates  with  no  real 
vacancy  rate-say,  a  village  of  100  housing  units,  fully  occupied  by  100 
households,  among  whom  there  is  consunt  trading  of  quarters;  conversely,  one 
can  have  very  low  turnover  rates  with  high  vacancy  rates-say,  a  village  of  100 
housing  units,  80  of  which  are  occupied  by  households,  among  whom  with  there  is 
no  movement,  with  little  or  no  outside  demand  for  the  20  vacant  units.  Turnover 
with  a  low  vacancy  rate  is  the  housing  market  equivalent  of  musical  chairs,  only 
when  the  music  stops  the  consequences  are  far  more  severe:  overcrowding. 
doubling  up,  rent  inflation,  homelessness,  or  forced  departure  from  the  area.  The 
musical  chairs  image  is  particularly  apt,  since  in  nuiny  local  hoiuing  markets  there 
is  a  consunt  reduction  in  the  supply  of  renul  housing  available  to  lower-incoine 
households,  through  condominium  and  other  conversions,  luxury  rehabiliutum, 
arson,  abandonment,  undermaintenanoe  and  other  market  forces. 

When  1  last  came  across  a  public  agency  trying  to  use  turnover  to  justify  a 
patently  iiuidequate  relocation  plan— in  that  case,  the  San  Francisco 
Redevelopment  Agency,  backed  up  by  HUD,  in  that  city*^  Verba  Buena  Center 
urban  renewal  project— a  federal  court  decisively  and  unceremoniously  threw  the 
plan  out  and  ordered  the  Redevelopment  Agency  to  add  to  the  dty^  housing 
supply  as  the  only  way  to  meet  their  sututory  relocation  obligations.'  As  far  back 
as  1969,  federal  urban  renewal  law  was  amended  to  require  that  subsequently 
approved  renewal  projecu  replace  any  occupied  low-  or  moderate-income 
residential  units  demolished  or  removed  with  at  least  an  equivalent  number  of 
units  for  low-  or  moderate-income  families  (42  U.S.C.  Sec  l4SS(f),  Supp.  IV, 
1968). 
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Quite  simply,  to  cite  (albeit  without  formal  ciution,  so  the  sutement  is  hard 
to  verify)  a  38  percent  jrnover  rate  in  units  occupied  by  unsubsidized  income- 
eligible  families  as  evid  ice  that  certificate  recipients  will  be  able  to  fmd  suiuble 
housing  is  myopic  and  dishonest.  It  does  not  deal  with  the  issues  I  raised  in  my 
original  article  of  matching  characteristics  of  available  units  to  the  needs  of  those 
seeking  units,  by  size,  location,  tenure,  and  price/ rent.  It  does  not  acknowledge 
competing  demand  for  these  temporarily  available  units,  where  the  true  vacancy 
rate  is  low,  as  would  be  revealed  by  data  on  the  duration  of  vacancies.  It  says 
nothing  about  the  quality  of  units  being  vacated.  I  suspect  that  if  there  is  a  38 
percent  turnover  rate  among  this  group,  at  least  a  subsuntial  proportion  of  those 
movements  are  triggered  by  poor  housing  conditions,  rent  increases,  demolitions 
and  conversions,  oppressive  landlords,  and  other  situations  that  render  the  turned 
over  units  either  unavailable  to  or  unsuitable  for  use  by  voucher  recipients. 

Finally,  Abrams  makes  the  curious  argument  that  *^since  in  1984,  new 
certificates  proposed  to  be  issued  will  be  only  a  fraction  of  the  households 
currently  served,**  there  will  be  little  demand  on  the  housing  supply.  While  1 
suppose  that  supports  his  point  that  '"the  stock  of  units  is  adequate  to  meet  the 
demands  of  voucher  rect  lients,**  it  hardly  makes  a  compelling  argument  that 
vouchers  are  the  way  to  .  o. 

4.  Will  substandard  un.ts  be  brought  up  to  standard?  Abrams  correctly  poses 
as  the  relevant  question,  ''how  much  repair  is  necessary?"*  Again,  because  the 
statement  is  so  vague  and  unsupported,  1  do  not  know  on  what  he  bases  his 
assertion  that  "data  gathered  m  the  Annual  Housing  Survey  suggest  that  about  80 
percent  of  all  housing  units  occupied  by  eligible  households  would  either  pass  the 
Section  8  Housing  Quality  Standards  or  could  be  repaired  in  order  to  pass  with 
the  modest  repair  actions  we  expect  the  Certificate  program  to  stimulate.**  There 
is  no  item  in  the  Annual  Housing  Survey  that  directly  asks  information  on  the 
degree  of  substandardness  bel(  w  Section  8  Quality  Standards,  and  so  Abrams 
must  be  inferring  this  conclusic  (as  his  use  of  the  verb  ''suggests**  implies).  Yet  we 
are  not  told  what  this  inference  process  is,  the  methodology  by  which  the  80 
percent  figure  is  arrived  at,  or  what  the  dollar  equivalents  are  for  the  degree  of 
substandardness  inferred,  and  so  there  is  no  basis  for  testing  his  assertion.  By 
lumping  together  in  his  80  percent  figure  units  which  already  are  standard  with 
those  that  are  below  standard,  Abrams  does  not  even  break  down  his  inference 
into  meaningful  elements  for  dealing  with  the  question  of  whether  landlords  will 
repair  substandard  units. 

Abrams  notes,  again  without  ciution,  that  under  the  Section  8  Existing 
program  experience  has  shown  landlords  are  willing  to  make  repairs  averaging 
about  S200  to  bring  a  unit  up  to  standard.  Not  only  does  such  an  assertion,  put 
forth  as  the  typical  case,  elicit  considerable  disbelief,  based  on  observation  and 
experience,  but  that  figure-presumably  purporting  to  represent  recent 
experience— is  far  lower  even  than  what  is  suggested  in  an  earlier  HUD  report  on 
the  Section  8  Existing  program  (Drury  et  al.  1978:xviii).  This  report,  using  1976 
figures,  gave  an  average  per  unit  repair  expenditure  of  S284,  which  translates  to 
$498  in  1983  dollars. 

The  thrust  of  Abrams*  argument  here  is  that  the  vast  majority  of  housing 
defects  are  trivial  items  requiring  little  work  or  cash  to  cure.  This  is  the 
"bannister**  phenomenon-some  specific  and  small  housing  code  item  that  can  be 
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purchased  and  insulted  for  a  minor  sum«  removing  the  minor  technicality  in  the 
way  of  standardness.  But  surel\  this  is  not  the  usual  situation  in  substandard 
housing  in  most  housing  market  where  decades  of  cumulative  neglect  and  fiuliue 
to  modernize  consign  vast  qua  ties  of  the  housing  stock  to  substandardncn  by 
today *s  criteria,  unless  new  elet :  cal,  plumbing  and  heating  systems  are  installed, 
structural  defects  arc  cured,  suit  ways  are  replaced  rather  than  merely  supplied 
with  bannisters,  etc.  Here  we  are  ulking  of  many  thousands  of  dollars  per  unit  in 
rehabilitation  costs.  Landlords  o\  such  properties-and  they  exist  in  very  large 
numbers  in  every  city,  as  any  reader  of  this  exchange  knows  from  direct 
ot>servation-are  not  going  to  participate  in  a  housing  allowance  program,  or  the 
Section  8  Existing  program,  because  the  money  isnt  there  to  permit  or  induoe 
major  repairs.  And  the  high  rate  of  drop-outs  from  the  S^tion  8  Existing 
program  cited  above-the  inabilit)  of  certificate  holders  to  And  unitt  where  the 
certificates  can  be  used-reflects  t^Jlt  reality. 

Abrams  then,  after  the  two  *>rief  paragraphs  critiqued  above,  makes  the 
incredible  argument  that  tenants  \i  1,  and  should,  make  these  repairs  themselves, 
rather  than  landlords  having  tfc  obligation  to  provide  decent  premises, 
apparently  disregarding  the  entire  "warranty  of  habiubility^  doctrine  that  now 
prevails  by  statute  and/ or  case  la\\  n  44  sutes  (Blumberg,  1983).  Even  assuming 
the  S200  average  figure  Abrams  po  ts  (which  of  course  means  that  in  many  cases 
the  actual  required  amount  will  c  eed  that  average),  discretionary  cash  of  this 
magnitude,  as  I  noted  in  my  originu  irticle,  simply  is  not  available  to  many  low- 
income  families  (a  fact  someone  with  .  $67,000  annual  salary  may  not  appreciate, 
but  a  fact  nonetheless).  Many  tenant>  may  undersundably  be  unwilling  to  spend 
their  own  cash  and  time  doing  what  the  landlord  by  law  is  required  to  do,  even  if 
such  action  is  ''wise,",  if  they  have  no  guarantee  of  secure  tenure  once  this 
investment  has  been  made.  And  Abrams*  position  clearly  does  not  deal  with  those 
tenants~who  represent  a  very  high  pro '>ortion,  probably  the  vast  miyority,  of 
housing  allowance  reciplents-not  "u  e**  enough  to  avoid  being  elderly, 
handicapped,  single  parents,  or  otherv  -.t  unable  to  find  the  time  or  exercise  the 
skills  needed  for  self-help  repairs.  Abrams  seeks  to  rely  on  tenants  to  repair  their 
own  units,  because  in  a  tight  market  landlords  will  have  little  incentive  to  make 
those  repairs  themselves.  But  that  surely  is  not  a  realistic  option,  or  one  that 
public  policy  should  require. 

Finally,  Abrams  concludes  this  section  with  the  disclaimer  that  the*'Hoiising 
Payment  Certificate  program  is  not  a  rehabiliution  program**  anyway.  By  this,  he 
means  it  is  not  a  program  intended  to  instigate  major  repairs  and  renovation.  Yet 
earlier  he  sutes  that  the  program  is  for  the  lowest  income  group  and  that  poup 
lives  in  the  worst  housing.  He  cant  have  it  l>oth  ways:  If  it*s  going  to  elicit  only 
minor  repairs,  it  can  be  used  only  by  people  living  in  easily  and  cheaply  repaimble 
units,  which  means  the  program  is  not  going  to  serve  the  very  lowest  income 
group;  if  it  is  going  to  serve  the  very  lowest  income  group,  it  must  be  capable  of 
triggering  major  repairs,  and,  by  Abrams*  own  acknowledgement,  major  rqiain 
are  not  in  the  cards  under  this  program.  Raymond  Struyk,  John  Tuodllo  and 
James  Zais  of  the  Urban  Institute  (1982:409)  arrive  at  a  similar  oondutioB: 
"^Emphasizing  the  affordability  problem  in  program  implemenutioo,  while 
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structuhng  housing  assisunce  to  serve  a  lixed  nnmber  of  redpiciits  usmg  the 
eiisiing  stock,  can  be  expected  to  have  httle  impact  on  housing  quahty."* 

5.  is  there  housint  Hscrimuwikm,  mnd  does  ii  mhibit  use  ef  htmsmg 
vouchers?  Abrams*  tree  ent  of  housing  discrimination  is  perhaps  the  least 
convincing  part  of  his  re :  itul.  It  is  a  trivialized  treatment  of  a  critical  issue.  1 
honesti>  don\  even  understand  the  first  four  paragraphs  of  his  point  5-they  have 
little  to  do  with  discrimination  and  seem  to  confuse  mobility  and  housing 
discnmination.  Nor  is  housing  discrimination  the  same  9S  the  distribution  of 
benefits  b>  race  for  a  given  program.  Simply  because  minorities  have  used  a 
program  heavily  does  net  mean  they  have  not  experienced  extensive 
discrimination  and  that  high  proportions  have  not  been  able  to  avail  themselves 
of  program  benefits  because  they  find  units  barred  to  them.  In  fact,  EHAP  shows 
"minorities,  and  black  hou>eholds  in  particular,  participated  in  Comparison 
Programs  [owned  public  hotsing.  Section  23  leased  public  housing.  Section  236 
with  and  without  Rent  Supi  lements]  at  a  higher  rate  than  they  did  in  Housing 
Allowance  Programs...**  (N  ayo  et  al.,  l980:S-4).  In  EHAP*s  two  **demand 
experiment**  sites,  participa  ion  rates  among  black,  Spanish-American,  and 
''other*'  (non-whitc)  householiis  were  21  percent  (in  Pittsburgh)  and  30  percent  (in 
Phoenix),  compared  with  minority  participation  rates  in  those  cities  of  62  percent 
and  42  percent  in  the  Comp  rison  Programs  (Mayo  et  al.,  I980:30«  Table  2-5). 

The  issue  1  raised  was  t  who  receives  program  benefits,  but  whether  the 
model  posited  by  the  Hi  ing  Payment  Certificate  program— sovereign 
consumers  free  to  choose  amv  ^g  available  decent  vacancies  because  of  added 
purchase  power— was  sullied  by  discrimination  on  the  part  of  the  various 
"gatekeepers'*  in  the  housing  field,  who  will  withhold  housing  from  consumers 
able  to  pay  the  price  if  their  lamily  composition,  household  size,  skin  color, 
income  source  or  life  style  is  deemed  undesirable.  And  on  that  score,  Abrams  can 
offer  little  in  ihe  way  of  refuuticn,  because  that,  as  we  all  know,  is  what  the 
housing  market  is  like  (see  Citize  s*  Commission  on  Civil  Rights,  1983).  And  a 
racially  discriminatory  housing  ir.^  id  can  work  its  effects  simply  on  the  basis  of 
widespread  knowledge  of  the  barriers  and  channeling  mechanisms:  HUD'is 
summary  report  on  EHAP  concluded,  "black  households  were  also  more  likely 
than  white  households  to  say  they  avoided  ceruin  neighborhoods  because  of  the 
expectation  of  discrimination**  (HUD,  1980:37,  emphasis  in  original).  And  the 
EHAP  Demand  Experiment  concluded:  "There  is  little  clearcut  evidence  that 
Housing  Allowances  would  either  break  up  concentrations  of  the  poor  or  lead  to 
much  greater  racial  integration**  (Mayo  et  al.,  I980:S-1I).  Even  the  President*^ 
Commission  on  Housing,  whose  first  recommendation  was  introduction  of 
housing  allowances,  warned:  "Discrimination  clearly  impedes  the  ability  of 
minority  households  to  make  full  use  of  the  program,  either  in  terms  of  access  to 
adequate  housing  or  of  freedom  of  locational  choice**  (President*s  Commission  on 
Housing,  1982:20). 
On  Abrams*  other  points: 

I.  Abrams  repeats  the  EHAP  finding  of  no  inflationary  effect  because  so 
little  new  rent  money  was  added  to  the  local  market^  and  since  the  proposed 
program  "will  not  approach  full-entitlement  proportions**  (an  understatement,  if 
ever  1  heard  one),  there  will  be  no  inflation.^  1  agree.  But  were  the  program  ever  to 
approach  a  size  proportionate  to  need,  the  issue  would  be  quite  different.  A  1978 
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GAO  study  warned:  **Another  imporum  considerition  is  that  the  use  of  the 
leasing  approach  on  a  large  scale  might  have  its  own  inflationary  impact  on.rents 
heyond  that  of  the  normal  escalation  that  could  be  expected  in  its  alMence**(GAO. 
1978: 132).  And  one  of  the  more  extraordinary  findings  of  a  1978  HUD  study  of 
the  Section  8  Existing  program  was  that  among  recipienu  who  stayed  in  place 
withoOfany  repairs  being  made  to  their  units,  gross  rents  increased  on  the  average 
of  26  percent  or  S33/ month  (Drury  et  ah,  1978:65). 

Another  internal  contradiction  is  Abrams*  claim  that  the  housing  aUowanoe 
program  will  not  be  inflationary  because  it  is  **a  continuation  and  modification  of 
the  current  Section  8  Existing  Housing  program.**  One  of  those  raodificatioiit,  as 
will  be  discussed  below,  is  removal  of  the  Fair  Market  Rent  ceiling:  landlords  can 
charge  what  they  want  and  still  be  eligible  to  house  allowance  recipients,  and 
recipients  can  pay  whatever  they  have  to  or  feel  like.  Wont  this  change  be 
inflationary,  resulting  in  recipients  paying  higher  proportions  of  their  income? 

2.  My  point  about  the  public  assisunce  program  was  that  housing  conditions 
of  welfare  recipients  are  poor  primarily  because  of  the  nature  of  the  housing 
market,  and  only  secondarily  because  there  are  no  housing  standards.  The 
existence  of  sundards  and  inspections  will,  to  be  sure,  improve  the  quality  of 
housing  voucher  recipients  compared  with  welfare  recipients  (or  with  a  voucher 
program  that  does  not  have  housing  standards,  as  EHAP  sub-experiments 
showed),  albeit  at  the  price  of  excluding  large  numbers  of  income-eligible  people 
from  the  program.  But,  as  numerous  studies  have  shown  (HUD,  1981:286,  Table 
6-4;  GAO,  l979:iL),  even  with  standards  and  inspections,  high  proportions  of 
recipients  nonetheless  wind  up  in  substandard  housing.  There  is  not  enough 
available  vacant  housing  either  in  sound  condition  or  with  such  minor  defects  that 
S200  and/or  a  wise  tenant  can  make  all  the  difference.  Note  too  that,  contrary  to 
Abrams*  assertion,  1  do  not  **argue**  that  enforcing  housing  sundards  reduces 
participation  rates  and  forces  many  participants  to  move-1  was  citing  an  EHAP 
flnding. 

3.  Abrams*  argument  about  the  relation  of  housing  allowances  to  public 
housing  ignores  the  context  in  which  housing  allowances  are  being  introduced.  By 
themselves  allowances  do  not  have  a  negative  impact  on  public  hoiuing;  the 
Section  8  Existing  program  co-existed  peacefully  with  the  public  housing 
program  in  the  late  1970s  because  there  was  no  intention  of  dedmating  the  latter 
program  during  that  period.  But  the  Reagan  Administration  wants  and  intends  to 
do  just  that.  Congressional  hearings  in  March,  1983  (Bureau  of  National  Affairs, 
1983:882)  revealed  that  HUD  plans  to  reduce  the  existing  public  housing  stock  by 
100,000  units  over  the  next  Ave  years,  8  percent  of  the  toul  stock;  housing 
allowances  make  achievement  of  that  deplorable  goal  infinitely  easier. 

4.  The  ''substitution  effect"  argument  is  yet  another  piece  of  econoroetridans* 
narrow  and  value-less  (both  meanings  intended)  thinking.  The  argument  basically 
is  that  there  is  a  ceruin  quantum  of  conventional  housing  investment  funds,  and 
that  if  government  incentives  direct  those  funds  into  Section  8  new  oonstructioii, 
an  equivalent  or  almost  equivalent  amount  of  funds  will  not  go  into  unsubsidized 
housing  construction.  Even  assuming  the  validity  of  the  modeling  that  produces 
such  findings,  Abrams*  argument  ignores  the  possibility  of  other  sources  of 
housing  investment  funds  that  wouki  not  merely  draw  from  a  static  souroe  (direct 
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government  lending  and  urgeted  tax-exempt  housing  bonds,  for  example). 
Murray's  study  makes  clear,  as  A brams*  description  of  it  does  not  (in  fact  Abrams 
misstates  the  fmding),  that  *^government  financed  subsidized  starts  as 
distinguished  from  conventionally  flnanced  subsidized  surts  have  little  or  no 
impact  on  the  availability  of  mortgage  funds  for  financing  unsubsidized  starts  ...^ 
(Murray,  N.D.^:2-3).  Thus,  if  subsidized  housing  is  financed  by  local  public 
housing  authority  bonds-the  historic  form  of  low-rent  housing  finance-mortgage 
revenue  bonds  or  direct  government  lending,  the  substitution  effect  either 
disappears  or  is  dramatically  reduced. 

Most  important,  this  argument  treats  housing  simply  as  a  physical/ capital 
resource,  with  all  units  fungible,  and  is  indifferent  to  its  users  and  beneficiaries.  If 
the  Section  8  New  Construction  program  in  fact  has  diverted  housing  production 
from  unsubsidized  construction  for  upper-income  households  to  subsidized 
construction  for  lower-income  households,  that  is  a  socially  progressive 
substitution  and  one  1  welcome. 

4.  1  add  a  new  numbered  point  to  my  discussion  of  the  Administration*^ 
housing  allowance  program,  new  because  Abrams  ignores  it  completely,  but 
nonetheless  central  to  any  analysis  of  its  potential  impact:  HDD's  intention  to 
lower  the  payment  standard  for  housing  allowances  in  a  manner  that  will  put  it 
about  20  percent  below  the  Section  8  Existing  Fair  Market  Rent  (FMR).  Under 
Section  8  Existing,  the  FMR  was  based  on  the  50th  percentile  (median)  of 
recently  vacated  apartments;  as  proposed  by  HUD,  the  housing  allowance 
payment  standard  will  be  lowered  to  the  4(hh  percentile,  calculated  not  for 
recently  vacated  units  (the  relevant  subset  for  those  trying  to  use  their  certificates) 
but  for  all  sundard  housing  (including  subsidized  and  rent  controlled  units  and 
units  in  long-term  occupancy  which  benefit  from  the  rent  discount  for  subility).  If 
people  are  having  a  hard  time  using  their  Section  8  Existing  certificates,  think 
how  much  harder  the  search  will  be  with  markedly  lower  subsidies. 

A  careful  study  of  the  impact  of  these  lowered  payment  standards  in  four 
metropolitan  areas  concluded:  ""The  effect  of  reducing  the  Fair  Market  Rent  by  20 
percent  at  the  next  income  recertification  would  be  severe  for  Section  8  Existing 
households  being  converted  to  the  voucher  program  and  for  households  newly 
entering  the  program.  Immediately  following  such  a  change,  the  rent-income  ratio 
would  be  increased  from  a  uniform  25  percent  for  everyone  to  a  median  of  more 
than  35  percent  in  sixteen  of  the  nineteen  programs  studied.  As  a  consequence, 
half  of  the  households  in  these  programs  would  experience  at  least  a  40  percent 
increase  in  the  amount  of  money  they  would  spend  for  rent  under  the  program** 
(Brooks  and  DeGiovanni,  1982:ix).  An  Urban  Institute  review  of  the  first  two 
years  of  the  Reagan  Administration  concluded:  **There  are  two  cases  within 
housing  assistance  in  which  the  administration's  actions  well  may  be  inconsistent 
with  the  objective  of  improved  efficiency...  The  second  case  involves  the  reduction 
of  benefits  to  program  participants  that  stems  from  several  rather  independent 
aaions.  These  are  particularly  acute  in  the  housing  voucher  program  as  proposed 
and  may  make  it  impossible  for  the  program  to  achieve  its  housing  objectives. 
This  possibility  is  especially  disturbing  because  this  is  to  be  the  main  vehicle  for 
providing  housing  assisunce  in  the  future**  (Struyk  et  al.,  1982:416-17). 

The  irony  is  that  these  payment  standards  are  being  lowered  in  conjunction 
with  introduction  of  the  **shopper*s  incentive**  feature  Abrams  touts  so  highly  as 
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an  improvement  over  the  Fair  Market  Rent  system  of  Seaion  8.  Under  tlie 
housing  allowance  program,  recipients  may  rent  any  sundard  unit«  rather  than 
being  limited  to  units  renting  at  or  below  the  established  FMR.  Should  they  be 
lucky  enough  to  fmd  something  below  the  amount  calculated  as  the  local  payment 
standard,  they  can  pocket  the  difference  (the  **shopper*s  incentive**).  They  also  are 
free  to  pay  as  much  as  they  want  from  their  own  pockeu,  and  in  a  tight  housing 
market  where  tenants  have  little  bargaining  power  and  scant  knowledge  of  market 
conditions,  this  is  likely  to  be  the  much  more  common  situation,  for  which  HUD 
did  not  see  fit  to  fashion  a  gimmicky  name.  Why  this  new  feature  will  **ooniain 
any  inflationary  impact  on  rents,**  as  Abrams  claims,  is  not  at  all  clear.  One  can  as 
easily  argue  that  the  FMR  under  the  Section  8  Existing  program  functions  as  a 
mild  form  of  rent  control  and  that  without  the  FMR  landlords  in  a  tight  market 
will  have  few  constraints  on  arbitrary  rent  increases. 

At  any  rate,  this  "freedom**  to  pay  more  will  result  in  many  households 
paying  35  percent,  40  percent,  50  percent  and  more  of  their  income  on  housing— 
when,  as  Abrams  notes,  ''one  of  the  principal  problems  being  addressed  by  the 
program  is  that  of  housing  affordability.**  A  similar  conclusion  was  reached  in  the 
study  of  four  metropolitan  areas  cited  above:  ''The  changes  in  procedures  used  to 
determine  a  voucher  recipient*s  rent  contribution...will  exacerbate  the  very 
problem-affordability-that  the  voucher  program  is  being  designed  to  remedy 
and  thus  would  appear  to  make  the  program  unworkable  or,  at  the  very  least,  very 
unattractive  to  potential  participants**  (Brooks  and  DeGiovanni,  1982:ix). 

In  sum,  1  do  not  believe  Abrams  deals  with  the  realities  of  the  current 
housing  market,  which  make  certificates  of  very  limited  value,  usable  only  in 
those  few  areas  where  there  is  a  substantial  genuine  vacancy  rate  for  decent  or 
mildly  substandard,  moderately  priced  units.  There  are  whole  areas  and  entire 
cla^^es  of  potential  recipients-most  noubly,  minority  and  large  households  and 
those  living  in  truly  substandard  housing-for  whom  the  voucher  system  will  do 
little  or  no  good.  If  we  are  to  make  progress  toward  the  Congressionally 
mandated  goal  of  "a  decent  home  and  suitable  living  environment  for  every 
American  family,**  there  is  no  alternative  but  to  increase  the  supply  of  housing 
available  and  affordable  to  lower-income  households,  and  to  institute  greater 
social  controls  over  the  profit-making  instincts  of  those  who  control  private- 
sector  housing. 

NOTES 

'I  am  grateful  to  Marc  Bcndick.  Jr.  (The  Urban  Imthute).  Frank  DcGiovaani  (Praii  iHliiiitc).  fMcr  Miict 
(Columbia  Univer»it>)and  Michael  Siegman  (University  of  North  Carolina)  lor  discuuingwiihBrilKtficactioM to 
the  Abramt  comment,  to  William  Gainer,  the  General  Accounting  Office'b  PknMig  Piivaor  for  Homam  aad 
Commumt)  De\«k>proeiit.  and  to  several  HUD  officials,  for  making  available  to  me  MMcnftb  I  wqwurt.  aad  to 
Am>  f-tne  for  editorial  suggestions 

'See.  "Rejoinder"  (to  comment  on  my  anicle.  "The  Housing  of  Relocated  Fftmilicft."  by  Edward  J.  Ldpir. 
Development  Administrator.  Boston  Redevelopment  Authority).  JotirmI  pf  the  Amerkmt  hmitmt  €$  PImmtn, 
November.  1965.  34(M4,  "Omissions  m  Evaluating  Relocation  Effeaivcneit  CfuAT  Jomnml ^ MoiulRg.  Fcbnaiy. 
1966,  M-K9  (cntique  of  1965  Census  Bureau-HHI-A  study  ol  urban  renewal  rcloGaiioa.);~acioiiid(r'*(loMaMMl 
on  my  anicle.  "Housing  Authorities  Reconstdered."  by  Dorothy  Gaziolo.  Deputy  EMCutivc  DiMOor,  Naiaoaol 
Assoaaiion  of  Housing  and  Redevelopmem  Offiaab).  Journal  qfihe  Amerwm  htutmte  qf  MmmmM,  Novcabcr. 
1969.  437-31;  "Comment"  (on  "Neighborhood  Revhaliiation  and  [>»placemcM:  A  Review  of  ike  EvMoMi."  by 
Howard  J.  Sumka.  Direaor.  Community  Planning  and  Neighborhood  Studies  DiviiMO.  HUDK  Jaunml  ^  tkr 
Amencm  Harming  Auoctatton.  Gaober.  1979.  48S-9I.  followed  by  Sunka^  rqotnder.  ^bc  Idtolgp  of  UrbM 


Digitized  by  VjOOQIC 


3001 


AMiyMt:  A  RopoMC  to  HartOMii."  ibid..  491-93;  "1  he  Yerte  BueM  lteiile-.WlHH  Are  IIk  Net  RcMili»r  (rcspoMC 
lo  column  by  Wc»  Willoughby.  AMirtaM  Dircaor.  San  KranciMO  Redevelopment  Afcncy).  Sm  Fnmciaeo 
txammer.  -XHhet  Voioek."  July  16.  1979. 

'l-or  a  review  ol  ih»  hiMory.  ice  Hanman.  1974:  l«M)l .  1 26. 1  he  Uiigation  referred  lo  is  1 OOR  v.  HUD.  406  K. 
Supp.  1024  (N.D.  C'al.  1970).  In  thai  case,  two  Micoe»ive  coment  decree*  ugncd  by  the  Redcvelopmem  Aftncy 
rommHied  the  Aftncy  to  add  over  2.000  units  ol  new  or  rehabiliuied  low-rent  housing  to  the  city's  housing  stodu 
both  inside  and  outside  the  projea  area,  to  compensate  lor  units  removed  through  demolition  for  the  renewal 


'*HUD  Secretary  Samuel  Pierce,  on  the  other  hand,  would  appear  to  be  misleading  the  puWic  about  the 
inllationar)  poiemial  ol  housing  allowances.  In  a  letter  published  in  the  April  6. 19X3  Nen-  York  Times.  Pierce  stated, 
"our  research  also  indicates  that  the  wiJnpremi  use  ol  exisiing-bousing  subsidies  will  not  have  an  inflationary  impact 
on  the  level  ol  rems..."  (emphasis  added).  I  he  EH  AP  research,  as  I  deuiled  in  my  original  anicle.  showed  no  Mich 
thing. 

'Abrams  cites  Murray  in  his  text  as  "Murray.  I979**and  his  bibliographic  dution  notes  it  is'lorthcoming  in  the 
#tr%-irM-  oi  ttvnumks  ami  Siaiisiin.  "1  he  copy  ol  his  article  ol  the  same  title  that  HUD  sent  me.  at  my  request,  has 
no  date  and  bears  no  indication  ol  forthcoming  publication,  which  explains  the  form  of  citation  I  have  used. 
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JOURNAL  OF  URBAN  AFFAIRS,  vol.  5,  no.  1,  Winter  1983 

HOUSING  ALLOWANCES:  A  CRITICAL  LOOK> 

CHESTER  HARTMAN 
Institute  for  Policy  Studies,  Washington,  D.C. 

The  Reagan  Administration  would  iike  to  introduce  housing  allowances 
as  the  federal  government  !r  principal  low-income  housing  program.  The 
results  of  HUD'S  lO-year  Experimental  Housing  Allowance  Program 
suggest  important  structural  limitations  to  this  approach.  Only  a  small 
portion  of  the  housing  allowance  is  spent  on  housing.  An  allowance  is 
likely  to  least  serve  those  who  most  need  housing  assistance.  The  stock  of 
vacant  units  is  inadequate  to  meet  the  demands  of  voucher  recipients. 
LnuUords  are  not  likely  to  repair  substandard  units  to  meet  this  limited 
added  buying  power.  And  housing  market  discrimination  inhibits 
mobility  that  might  capture  existing  standard  units.  Additional  eviderkce 
from  the  Section  8  existing  housing  and  the  public  assistance  programs 
suggest  the  limitatioru  of  the  housing  allowance  approach.  The  true 
motivation  for  introducing  housing  allowances  would  appear  to  be  a 
desire  to  withdraw  the  federal  government  from  its  traditional  role  as 
housing  provider. 

It  is  clear  (hat  the  administration  intends  to  substitute  housing  allowances  for 
the  past  array  of  federally-subsidized  construction  and  rehabilitation  programs 
for  lower  income  households.  The  Interim  Report  of  the  President's  Commission 
on  Housing,  released  in  October,  1981,  stated  as  its  first  recommendation,  ''...that 
the  primary  federal  program  for  helping  low  income  families  achieve  decent 
housing  be  a  consumer-oriented  housing  assistance  grant**  (President's 
Commission  on  Housing,  1981:6).  (The  Commission's  final  report,  issued  the 
following  April,  of  course  retained  this  initial  recommendation,  albeit  with  a  shift 
of  nomenclature  to  ''Housing  Payments  Program'').^  In  December,  1981,  the 
Office  of  Management  and  Budget  proposed  a  complete  transformation  of  the 
federal  housing  subsidy  system,  substituting  allowances  for  existing  programs. 
And,  of  course,  the  Reagan  Administration's  budgets  have  halted  all  traditional 
public  housing  construction  and  Section  8  new  construction  and  substantial 
rehabilitation  programs,  and  it  seeks  to  reallocate  (a  much  smaller  pot  oQ  federal 
housing  subsidies  to  this  new  approach. 

Why  housing  allowances?  For  one,  they're  cheaper  than  traditional  public 
housing  and  Section  8  subsidies  (although,  as  we  shall  see,  they  donit  do  the  same 
thing).  And  with  housing  now  the  third  largest  social  welfare  program  -  after 
Medicaid  and  food  stamps  -  a  budget-cutting  administration  has  its  eye  on  this 
"big  ticket  item,"  particularly  since  subsidized  housing  production  cuts  in  any  one 
year  produce  savings  in  subsequent  years  as  well.  One  stated  aspect  of  the 
economy  question  has  to  do  with  "horizontal  equity"-  making  sure  that  people  in 
equal  need  are  treated  equally.  The  nation"^  housing  programs  have  traditionally 
provided  relatively  large  subsidies  per  recipient  to  a  very  small  portion  of 
households  in  need  of  housing  assistance.  Housing  allowances  are  supposed  to 
offer  less  aid  per  recipient  to  a  larger  proportion  of  those  in  need.  Whether  this  is 
a  real  advantage,  considering  the  true  costs  of  providing  decent  housing,  and 
whether  in  fact  the  administration  intends  to  aid  a  larger  number  of  households 
with  its  new  approach,  must  be  examined. 
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Another  reason  for  the  change  is  that  housing  allowanoes  are  more 
ideologically  compatible  with  this  administration  than  direct  government 
construction,  ownership  and  operation  of  housing;  they  reduce  government^  rok 
and  conform  to  the  market  model  of  sovereign  consumers  purchasing  goods  and 
services  in  a  responsive  market  ruled  by  the  mutually  beneficent  law  of  supply  and 
demand.  The  not  entirely  happy  or  successful  history  of  past  government  housing 
programs  ~  gleefully  exaggerated  by  critics,  to  be  sure,  but  ridden  with  substantial 
and  undeniable  defects,  even  according  to  more  sympathetic  analysts  -  provides 
yet  another  rationale  for  a  whole  new  tack.  And  finally  there  b  a  certain  amount 
of  common  sense  to  this  approach,  in  theory  at  least:  to  the  extent  the  nation^ 
housing  problem  is  increasingly  an  income  problem  (that  is,  to  the  extent  the 
primary  problem  is  not  a  substandard  housing  stock  but  consumers*  inadequate 
incomes  to  afford  existing  available  housing),  what  government  ought  to  be  doing 
is  providing  housing-targeted  income  supplements. 

Like  most  **new  ideas**  in  the  social  welfare  field,  this  one  is  not  really  all  that 
new.  Real  estate  interests  proposed  it  in  the  1930s  as  an  alternative  to  the  public 
housing  program  the  New  Deal  administration  was  planning  to  introduce.  And 
the  federal  Section  23  (leased  public  housing)  and  Rent  Supplement  programs  of 
the  mid-1960s  embodied  many  features  of  the  housing  allowance.  Moreover,  the 
Section  8  program  as  applied  to  existing  units  is  very  close  to  the  administration^ 
housing  allowance  idea.  What  is  new  is  the  administration"^  plan  to  make  this  its 
central  approach  to  housing  subsidies,  and  to  blue-line  virtiwUy  all  other 
programs. 

E.H.A.P. 

This  fundamental  shift  in  the  federal  housing  role  comes,  almost  fortuitously, 
at  the  same  time  that  the  re^uli^  of  one  of  the  country *s  largest  and  longest  social 
science  experiments  ever  are  being  published.  HUD*s  Experimental  Hoiuing 
Allowance  Program  (EHAP)  was  launched  in  1970,  under  the  Nixon 
Administration.  The  experiment  covered  three  basic  areas  (supply,  demand  and 
administration),  involved  more  than  30,000  lower  income  households  at  twelve 
sites  across  the  country,  who  received  housing  allowances  for  3-10  years,  at  a  tou! 
cost  of  SI60  million.  Books  on  EHAP  have  recently  emerged  from  two  of  the 
country  major  urban  think  tanks.  The  Urban  Institute's  book.  Housing  Vouchers 
for  the  Poor:  Lessons  from  a  National  Experiment,  edited  by  Raymond  Striiyk 
and  Marc  Bendick,  Jr.,  is  a  collection  of  treatments  of  individual  aspecu  of  the 
experiment,  all  written  by  Institute  consulunu  or  staff  involved  in  the  EHAP 
analysis  virtually  from  the  beginning,  under  contract  to  HUD.  The  Brookmfi 
Institution's  book.  Do  Housing  Allowances  Work?,  edited  by  Katharine 
Bradbury  and  Anthony  Downs,  emanates  from  a  HUD-sponsored  conference 
held  at  the  Institution  in  November,  1979,  at  which  eight  papers  were  | 
along  with  prepared  commentaries. 

The  most  salient  findings  from  the  EHAP  research,  in  terms  of  i 
policy  concerns,  would  seem  to  be  the  following: 

•  Where  the  program  is  made  available  to  all  who  meet  eligibility  critcria>~ 
the  "Supply  Experiment,**  mounted  in  the  Green  Bay  (Wisconsin)  and  South 
Bend  (Indiana)  metropoliun  areas  -  after  four  years  only  42  percent  of  cligiMe 
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rent  households  and  33  percent  of  eligible  homeowner  households  participated 
(homeowners  were  included  only  in  the  Supply  Experiment). 

•  In  the  **Demand  Experiment"  sites,  Pituburgh  and  Phoenix,  where 
extraordinary  outreach  efforts  were  made  to  contact  a  limited  number  of  eligible 
renter  households  -  the  ^'Demand  Experiment**  did  not  offer  benefits  to  all 
eligible  renters  ~  the  participation  rate  among  eligible  renters  contacted  was  a 
lowly  27  percent. 

•  While  enrollment  rates  were  higher  for  minority  households  and  those  with 
lower  incomes,  rates  of  participation  (eligible  enrollees  who  actually  received 
housing  allowance  payments)  -  which  in  most  of  the  experimental  variations,  as 
noted  below,  required  meeting  minimum  housing  standards  —  were  lower  for 
minority,  poorer  and  large  households  and  those  living  in  poor  quality  dwelling 
units. 

•  In  most  of  the  sub-experiments,  participation  in  the  program  was  made 
dependent  on  meeting  a  housing  quality  standard.  If  the  household  was  not 
already  living  in  standard  housing,  the  standard  could  be  met  by  moving  or 
having  the  defects  cured.  Where  no  housing  quality  standard  had  to  be  met  (that 
is,  where  recipients  could  live  in  any  housing  of  their  choosing  within  the 
experiment  area),  participation  rates  were  1(X)-160  percent  higher  than  among 
households  who  had  to  meet  a  housing  quality  sundard.  Poorer,  minority  and 
large  households,  and  those  living  in  poorer  quality  housing,  were  even  less  likely 
to  participate  when  forced  to  meet  a  housing  quality  standard.  When  housmg 
allowance  payments  are  not  tied  to  a  requirement  that  housing  standards  be  met, 
approximately  2/3  of  the  recipients  do  not  live  in  standard  housing. 

•  The  EHAP  payments  (averaging  S43  and  S59  per  month  for  the  two 
Demand  Experiment  sites  and  S72  and  S78  per  month  for  the  two  Supply 
Experiment  sites^)  could  be  used  to  purchase  additional  housing  services  (more 
and  better  space,  a  better  location,  etc.),  to  relieve  the  extremely  burdensome 
proportion  of  household  income  most  recipients  were  devoting  to  housing 
{averaging  40  percent  prior  to  participation),  or  the  benefits  could  be  split 
between  these  two  purposes.  To  the  extent  the  second  goal  was  chosen,  the 
housing  allowance  of  course  is  virtually  identical  to  an  income  supplement:  the 
housing  allowance  in  effect  replaces  income  otherwise  allocated  to  housing,  and 
the  family*s  disposable  income  is  increased  by  that  amount,  which  is  allocated  to 
non-shelter  consumption  items.  Data  from  the  EHAP  Demand  Experiment  (the 
one  designed  to  test  consumer  behavior  most  carefully)  show  that  only  one-fourth 
of  the  allowance  payment  was  used  to  obtain  better  housing;  the  vast  majority  was 
spent  on  other  goods  and  services. 

•  Participation  in  the  EHAP  program  triggered  little  mobility:  very  few 
households  chose  to  incur  the  financial  and  psycho-social  costs  and  uncertainties 
of  moving,  or  saw  moving  as  a  realistic  possibility,  given  the  limited  duration  of 
the  allowances  (three  years  under  the  Demand  Experiment,  two  years  under  the 
Administrative  Agency  Experiment,  ten  years  under  the  Supply  Experiment). 

•  The  program  did  not  produce  negative  market  effects,  that  is,  inflation  in 
rents.  Nor  did  it  produce  any  positive  market  effects  -  stimulation  of  new 
construction  or  rehabilitation  (beyond  the  minor  repairs  -  requiring  a  cash  outlay 
of  considerably  less  than  $1(X)  on  the  average  -  which  the  housing  quality 
requirement  sometimes  triggered). 
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It  should  be  obvious  that  study  of  the  EHAP  experiment  cin  tell  us  a  lot 
about  what  we  can  and  cannot  expect  from  this  administration"^  move  to  adopt 
housing  allowances  as  the  way  to  treat  the  nation"^  growing  housing  crisis. 


WHAT  IT  ALL  MEANS 

Let  us  step  back  for  a  moment  and  ask  the  obvious  question  of  what  it  might 
mean  that  so  many  eligible  households  who  enrolled  in  the  program  did  not 
receive  the  intended  program  benefits.  The  key  to  understanding  this  result  lies  in 
the  nature  of  the  housing  market  itself. 

Where  people  were  not  required  to  meet  a  housing  quality  standard  in  order 
to  receive  the  payment  and  where  there  was  no  requirement  that  the  housing 
allowance  money  be  spent  on  housing,  participation  rates  were  very  high  —  87-90 
percent  in  Phoenix,  78-82  percent  in  Pittsburgh-in  those  sub-experiments  of  the 
Demand  Experiment  category  that  had  those  characteristics.  This  is  a  straight 
income  supplement  program,  and  save  for  those  households  that  do  not  hear  of  iu 
availability  or  have  principled  or  practical  objections  to  it  (paperwork  and 
verification  procedures,  etc.),  almost  everyone  will  take  the  money  that  is  offered, 
even  if  the  subsidy  is  not  terribly  large  or  enduring. 

lt*s  when  housing  standards  are  introduced  that  participation  falls  off 
precipitously.  Why  is  this?  The  housing  conditions  of  enrollees  were  extremely 
poor.  Only  three  out  of  ten  households  were  living,  at  the  time  of  enrollment,  in 
clearly  adequate  housing.  In  Pittsburgh  and  Phoenix,  22  percent  of  households  at 
poverty  level  incomes  were  living  in  housing  that  either  was  dilapidated  or  lacked 
complete  plumbing,  by  Census  categories.  When  inspections  were  made  of  the 
EHAP  enrollees,  an  astounding  43  percent  of  all  households  were  adjudged  to  be 
living  in  "clearly  inadequate"  units,  and  another  26  percent  were  categorized  as 
"ambiguous.*^ 

How  do  the  seven  out  of  ten  enrollees  living  in  substandard  housing 
participate  in  the  program  (that  is,  a  program  with  minimum  housing  standards)? 
They  either  have  their  present  unit  brought  up  to  sundard  or  move.  Some  did  the 
former,  some  the  latter,  but  most  did  neither,  and  thus  were  ''drop-outs.*'  Again, 
the  realities  of  the  housing  market  offer  a  clear  explanation. 

One*s  current  housing  can  be  brought  up  to  sundard  through  oneli  own 
efforts  or  by  the  landlord.  (However,  if  the  problem  is  not  physical  condition  but 
overcrowding  -  and  15  percent  of  the  enrolled  households  in  the  Demand 
Experiment  were  "severely  overcrowded"  -  then  it  is  practically  impossible  to 
remove  the  subsundard  condition  without  moving.)  Tenanu  are  not  likely  to 
make  the  repairs  on  their  own;  they  lack  the  capital  and  the  security  against  rent 
increases  and  eviction.  And  by  and  large  landlords  will  remove  subsundard 
conditions  only  if  it's  profiuble,  in  part  because  other,  unsubsidtzed  tenanu  in  the 
building  probably  would  be  unable  to  afford  higher  renu,  and  in  part  because  the 
short-term  nature  of  the  subsidy  (five  years  is  the  maximum  likely  under  the 
administration^  proposal)  does  not  justify  an  investment  that  can  be  reccNiped 
only  over  a  longer  period.  And  the  program,  with  iu  philotophicaUy-baied 
avoidance  of  governmenul  Interference"  in  the  market,  for  the  most  part 
withheld  sticks  as  well  as  large  enough  carrots. 
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A  high  proportion  of  the  imiu  in  the  EH  AP  expeniiient  were  so  &r  bdow 
sundard  that  it  would  have  ttkcn  quite  a  large  investment  to  remove  the  defects 
in  any  case.  The  EH  AP  rcsuhs  showed  clearly  that  only  people  hving  in  sti^tly 
substandard  units  were  likely  to  meet  the  quality  sundards  m  siiu,  aiid«  as  noted 
above,  the  average  cash  outlay  for  such  improvements  was  trivial. 

Revealingly,  in  the  EHAP  site  that  took  housing  standards  most  seriously, 
Jacksonville  (one  of  the  Administrative  Agency  Experiment  sites),  the  program 
got  into  trouble.  In  their  Urban  Institute  chapter  **Community-wide  Effects  of 
Housing  Allowances,"  Larry  Ozanne  aiKl  James  Zais  write:  *tO]perating  the 
program  in  [the  Jacksonville]  market  proved  particularly  difficult,  and  imlike 
other  AAE  sites,  Jacksonville  did  not  initially  come  near  to  meeting  its  ttrget  of 
enrolled  households.  Indeed,  a  second  enrollment  period  was  required  in  order  to 
compensate  for  this  fact... Jacksonville  esublished  what  became  effectively  the 
most  stringent  housing  sundards  in  the  AAE,  adopting  the  entire  city  housing 
code  as  its  sundards  and  subcontraaing  enforcement  of  the  sundards  to  city 
code  enforcers.  Furthermore,  Jackson ville{*s]....housing  stock  conuins  a  high 
proportion  of  units  which  did  not  meet  the  sUndard"  (Stniyk  and  BeiKlick, 
1981:231). 

The  other  way  to  meet  the  quality  sundard  is  to  move.  This  model  of  how 
housing  allowances  enable  people  to  secure  decent  housing  posits  a  housing 
market  in  which  there  is  a  subsuntial  and  sufficient  amount  of  moderately  priced 
and  standard  vacant  units;  that  filling  these  vacancies  will  not  induce  price 
inflation  in  the  housing  stock  generally;  and  that  owners  of  the  vacant  stock  will 
not  place  price  or  other  barriers  in  the  way  of  low-income  households  with  their 
limited  allowances.  That  few  persons  in  the  EHAP  program  in  fact  moved 
suggests  this  model  does  not  reflect  reality. 

A  key  issue  is  how  willing  people  are  to  move.  Moving  enuils  considerable 
time  and  financial  expenses.  Moreover,  moving  from  a  place  one  has  lived  in  for  a 
while  usually  involves  higher  rents,  as  one  gives  up  the  '"rent  discount  for  subility** 
(reflecting  landlords*  tendency  to  raise  rents  more  between  tenancies  than  during  a 
tenancy).  And  the  costs  of  a  second  move  must  be  added  if  the  household  is 
unable  to  support  higher  rent  payments  after  the  housing  allowance  eiuls. 
Finances  apart,  moving  is  not  easy,  with  its  breaks  in  friendship  patterns,  ties  to 
institutions  and  commercial  esublishments,  need  to  transfer  children  to  different 
schools,  and  to  get  used  to  a  new  place  and  location.  One  notes  with  amazement 
that,  with  all  its  variations,  none  of  the  EHAP  sut^experiments  sought  to  fmd  out 
whether  subsidizing  moving  expenses  or  giving  a  compensation  bonus  for  moving 
would  have  altered  people^s  behavior. 

But  whether  one  can  improve  one*s  housing  lot  by  moving  depends  in  large 
part  on  the  availability  of  decent  alternative  vacant  quarters.  And  a  most  relevant 
EHAP  finding  is  that  "over  half  of  the  households  initially  failing  housing  quality 
requirements  who  moved  over  a  two-year  period,  moved  to  units  which  also  failed 
to  pass"  (Struyk  and  Bendick,  1981:111). 

DO  WE  HAVE  A  HOUSING  SURPLUS? 

The  fact  question  seems  disarmingly  simple:  do  vacancies  exist  into  which 
people  living  in  subsundard  housing,  armed  with  housing  vouchers,  could  move. 
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if  so  motivated?  One  would  think  this  would  be  a  fairiy  straightfcvwaid  < 
to  answer,  given  that  vacant  dwellings  are  quite  hu-ge  and  immobile.  Bui  vaoaacy 
data  have  always  been  among  the  more  mushy  statistics  in  the  housing  fidd  (and 
nowhere  in  the  two  EH  AP  volumes  is  there  a  realistic  and  honest  discustUm  of  the 
reliability  of  the  all-important  vacancy  dau  used  throughout).  Vacancy  figures 
are  also  quite  ephemeral  and  self-limiting:  when  vacancy  rates  climb,  builden  stop 
building  and  owners  of  vacant  units  cut  prices  and  use  other  concessions  to  attract 
occupants.  And  vacant  units  can  rapidly  disappear  or  become  uninhabitaUe  or 
substandard,  through  arson,  vandalism  or  landlord  '^disinvestment.** 

Most  of  us,  on  the  basis  of  common  knowledge  and  observation,  would  not 
readily  agree  that  our  urban  and  rural  areas  are  teeming  with  decent,  unoonqned 
units.  Just  four  years  ago,  the  General  Accounting  Office  issued  k  report  thledT 
Rental  Housing:  A  Growing  National  Problem  Thai  Needs  Immediate  Atientkm\ 
Given  the  very  low  rates  of  new  renul  housing  construction,  the  conversion  of 
hundreds  of  thousands  of  apartments  to  condominium-ownership  (HUD,  IMO), 
the  loss  of  rental  units  to  demolition  and  other  forms' of  conversion,  and  the 
increasing  rate  of  household  formation  in  recent  years,  it. is  hard  to  believe  the 
nation  has  seen  a  turnaround  of  what  the  GAO  found.  New  York  Gty'k  most 
recent  triennial  report  on  the  rental  housing  nuirket  showed  a  sharp  drop  in  its 
already  alarmingly  low  1978  vacancy  rate,  from  2.95  percent  to  2.13  percent  In 
the  largest  rent  category,  $200-249  a  month,  the  vacancy  rate  was  1.8  percent,  and 
in  Manhattan  the  vacancy  rate  for  all  rental  units  was  1.9  percent.  In  every  lent 
class  the  rate  was  below  the  5  percent  level  that  under  state  law  is  the  "housing 
emergency"  standard  for  continuing  New  York  City*s  rent  regulation  system 
(Stegman,  1982). 

Recently,  some  housing  economists  have  argued  that  there  is  no  real  rental 
housing  crisis  (see  Weicher  et  al.,  1981).  They  point  to  the  fact  that  in  real  dollars^ 
rents  have  declined  relative  to  changes  in  the  Consumer  Price  Index;  that  if  therc\ 
were  a  true  shortage  rents  should  be  increasing  relative  to  the  CPI;  that  demand 
for  rental  housing  has  declined,  particularly  among  middle-  and  upper-income 
households,  as  they  turn  to  homeownership  (in  particular  purchase  of 
condominium  apartments);  that  good  quality  imits  filter  down  to  the  growing 
number  of  lower-income  households  who  get  decent  housing  by  paying  a  targe 
fraction  of  their  income  for  rent.  But  this  position,  based  targely  on  housing 
market  theory  and  deductive  reasoning,  neither  squares  with  nor  disposes  of  the 
obvious  facts  of  low  vacancy  rates  and  the  inability  of  lower-income  households 
to  capture  the  vacancies  that  do  exist. 

The  vacancy  rate  issue,  moreover,  is  not  just  aggregate  numbers:  it'k  whether 
the  distribution  of  vacancies  by  location,  size,  tenure  and  price/ rent  nuitclies  the 
needs  of  those  living  in  substandard  housing.  Vacant  units  tend  to  be  small  in  sik. 
leaving  large  households  with  few  alternative  resources.  Matching  is  crucial  in  the 
vacancy  game:  a  two-bedroom  house  for  sale  in  the  $50-60,000  range  is  not  a 
realistic  option  for  a  family  of  seven  with  neither  resources  for  a  downpayment 
nor  the  ability  to  obtain  a  mortgage  or  make  the  monthly  paymentt  such  a  loan 
would  demand;  vacancies  of  any  type  in  Milwaukee  are  virtually  irrqlevant  to 
needy  families  in  Seattle. 
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Beyond  sheer  numbers,  even  when  these  are  broken  down  properly,  is  the 
question  of  access.  Simply  because  there  is  a  vacant  unit  matched,  by 
diaracteristics,  to  a  needy  household  does  not  mean  the  two  will  get  together.  The 
realities  of  various  forms  of  housing  nuirket  discrimination  -  based  on  race, 
household  composition,  household  size,  source  of  income  and  so  forth  -  and  the 
many  ways  in  which  landlords,  nuinagers,  brokers  and  other  ^'gatekeepers**  can 
practice  this  discrimination  are  too  obvious  to  need  elaboration.  In  the  EHAP 
Denuind  Experiment,  60  percent  of  black  households,  and  53  percent  of  white 
households,  reported  some  form  of  discriminatory  treatment,  on  the  basis  of 
children,  race,  etc.,  in  searching  for  alternative  units  where  they  could  use  their 
allowances.  The  Urban  Institute  volume  also  ukes  note  of  recent  HUD  studies, 
employing  black  and  white  testers,  which  show  how  subtle  and  unperceived  the 
various  forms  of  housing  discrimination  are  and  suggest  that  sutistics  on  people*s 
reports  of  discrimination  tend  to  undersute  the  actual  incidence  of  such  behavior 
(Struyk  and  Bendick,  1981:127).  The  discriminatory  character  of  the  housing 
market  was  well  revealed  in  the  need  to  substitute  Green  Bay  for  Saginaw  as  one 
of  the  two  EHAP  Supply  Experiment  sites,  ''due  principally  to  fear  on  the  part  of 
local  officials  that  the  program  would  promote  black  and  other  minority 
movement  from  the  central  city  into  their  primarily  white  suburban  jurisdictions** 
(Struyk  and  Bendick,  1981:332). 

A  pertinent  historical  note  is  that  the  1968  President *s  Committee  on  Urban 
Housing  (the  Kaiser  Committee),  which  strongly  espoused  housing  allowances, 
warned  that  '^vithout  'strong  programs  of  consumer  education  and  vigorous 
atucks  on  racial  discrimination*  an  allowance  system  could  have  adverse  results** 
(cited  and  quoted  in  Struyk  and  Bendict,  1981:28).  Regarding  the  current 
administration's  willingness  to  mount  vigorous  attacks  on  racial  discrimination  in 
the  housing  field,  perhaps  the  most  succinct  comment  is  the  headline  from  the 
February  13,  1982,  Washington  Post,  thirteen  months  after  uking  office,  that  the 
"Administration  Brings  First  Housing  Bias  Charges**  (See  also  Kuru,  1983). 

WHY  HOUSING  ALLOWANCES  ARENT  SPENT  ON  HOUSING 

Let  us  turn  now  to  examine  why  so  little  of  housing  allowance  funds  are 
devoted  to  housing.  When  one  is  poor,  one  is  not  just  housing-poor,  and  it*s  to  be 
expected  that  on-the-margin  households  will  wind  up  easing  their  heavy  rent 
burden  so  they  can  have  a  little  more  for  food,  transportation,  clothing  and  other 
of  life's  necessities.  Using  housing  allowance  funds  for  non-shelter  items  reduced 
the  average  rent:  income  ratio  of  EHAP  recipients  from  40  percent  to  25  percent. 

Housing  is  not  an  easily  adjustable  expenditure.  One  cannot  decide  to  reduce 
housing  expenses  suddenly  by  consuming  one  less  room  or  not  occupying  the 
apartment  for  a  few  days,  in  the  way  one  can  rapidly  and  significantly  reduce  food 
expenses  by  eating  less  or  cheaper  types  of  food.  The  housing  expenditure 
commitment  is  the  largest  fixed  item  in  most  persohal  budgets,  and  the 
consequences  of  not  meeting  that  commitment  can  quickly  result  in  massive 
disruption,  and  eventually  additional  expenses,  from  eviction.  And  so  it  is 
important  for  lower  income  households  to  keep  housing  expenses  low. 

The  nature  of  the  housing  market  is  such  that  for  people  to  spend  more  than 
they  have  to  is  perceived  as  a  bad  buy.  Perhaps  a  further  comparison  with  the 
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leading  competitor  for  the  housing  dollar  -  the  food  market  -  can  make  thb 
point  most  forcefully.  With  food  stamps  one  can  go  to  the  local  supennaket,  and 
by  and  large  act  as  a  sovereign  consumer.  Leaving  aside  limiu  on  what  items  food 
stamps  can  purchase  and  possible  bad  buys  from  the  relative  absence  of 
supermarkets  in  lower-income  areas  and  the  poorer  quality  goods  at  the 
supermarkets  that  are  there,  one*s  $50  in  food  stamps  can  purchase  the  same 
market  basket  of  food  that  the  next  person  in  line  with  a  crisp  $50  bill  can.  And 
the  treatment  one  gets  from  the  supplier  is  generally  equivalent,  regardless  of  the 
consumer's  income,  race  or  method  of  payment. 

Not  so  in  the  housing  market,  by  a  long  shot.  A  major  harrier  is 
discrimination,  of  course.  As  noted  above,  there  is  no  way  white  and  nonwhite 
renters  or  buyers  have  equal  access  to  the  available  housing  stock.  And  numerous 
studies  have  shown  that  the  poor  pay  more,  and  the  nonwhite  poor  pay  even  more 
(Cicarelli  et  al.,  1972;  Grebler  et  al.,  1970;  HUD,  1972).  in  terms  of  supply,  there  is 
no  choice  of  decent,  moderately  priced  housing  suiuble  to  the  househokl'k  needs 
in  most  locales  which  compares  to  the  rows  of  cereal  boxes,  frozen  foods  and 
vegetable  bins.  Nor  are  the  suppliers  of  the  commodities  able  and  willing  to 
respond  to  demand  in  equivalent  ways.  If  a  sudden  increase  in  demand  for 
Wheaties  or  chickens  is  created  through  food  stamps,  the  various  sub-industries 
will  expeditiously  meet  that  buying  power.  But  the  supply  of  housing  will  not 
respond  quickly,  if  at  all.  Housing  is  too  expensive,  it  ukes  longer  inherently  to 
produce,  the  resource  constraints  (construction  financing,  land,  etc.)  art  too 
difficult  to  overcome,  and  the  regulatory  structure  inhibits  response.  It  should  not 
be  surprising  to  learn  that  about  70  percent  of  those  eligible  to  receive  food 
stamps  receive  them,  roughly  twice  the  participation  rate  in  the  EHAP  program. 

And  so  people  don't  choose  to  spend  their  housing  allowance  money  on 
housing,  not  because  they  don't  value  housing,  but,  in  large  part  at  least,  beaiuse 
they  can't  get  good  value  for  their  dollar  in  the  current  housing  market.  They  can 
neither  induce  significant  improvement  in  their  current  quarters,  nor  find 
alternative  quarters  in  that  market. 

Revealingly,  with  all  the  experimental  variations  of  supply,  demand  and 
administration  elements,  apparently  no  serious  consideration  was  given  to  taking 
one  whole  housing  market  and  making  sure,  through  a  program  of  sticks  and 
carrots,  that  the  entire  housing  stock  was  brought  up  to  decent  sundards  —  to 
creating  a  slumless  city.^  A  combination  of  true  enforcement  of  existing  housing 
codes,  subsidized  rehabilitation  loans  and  outright  rehab  grants  to  make 
compliance  easy  for  those  who  could  not  otherwise  afford  it  (ideally  with  controls 
on  maximum  rents  as  a  quid  pro  quo  for  receipt  of  government  rehabilitation 
aids),  backed  by  real  enforcement  of  anti-discrimination  laws,  would  have 
brought  about  elimination  of  slum  conditions  and  shown  how  a  sovereign 
consumer  would  behave  in  a  non-exploitative  nmrket  under  something 
approaching  truly  equal  supply-demand  conditions. 

ARE  HOUSING  ALLOWANCES  INFLATIONARY? 

A  central  question  about  a  program  that  merely  throws  more  demand  money 
into  a  static  supply  of  housing  is  whether  this  will  induce  inflation.  Since  EHAP 
recipients  spent  little  of  their  allowance  money  on  housing  (in  Green  Bay  and 
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South  Bend,  where  supply  effects  were  tested,  the  prognm  increased  toul 
countywide  rem  expenditures  hy  a  minuscule  L2  percent),  hardly  anythii^ 
happened  that  could  have  produced  an  inflationary  effect.  EHAP  in  no  way 
answers  the  question  of  whether  a  housing  allowance  program  that  aided 
substantially  everyone  who  needed  help  and  operated  in  such  a  way  as  to 
encourage  additional  tenant  expenditures  for  housing  would  inspire  landlords  to 
raise  their  prices.  Given  what  is  known  of  the  housing  market  and  how  suppliers 
operate  under  the  profit  system,  it  is  hard  to  maintain  that  a  substantial  amount 
of  this  federal  housing  subsidy  would  not,  absent  govenmient  controb  on  the 
market,  wind  up  lining  landlords*  pockets. 

The  two  EHAP  books  conttin  some  strange  gyrations  on  this  all  important 
question.  The  Urban  Institute  analysis,  while  acknowledging  the  insignificant 
"demand  shock"  which  the  introduction  of  housing  allowances  had  on  the  Green 
Bay  and  South  Bend  metropolittn  area  housing  markets,  inexplicably  takes  off  to 
conclude  that  housing  allowaiKxs  are  not  inflationary.  Co-editor  Raymond 
Struyk^  opening  overview  chapter  poses  one  of  the  initial  questions  EHAP  was 
designed  to  answer  ~  "Would  there  be  significant  market  responses  to  a  housiqg 
allowance  program?  What  would  happen  to  the  price  of  housing?*'  —  and  sweeps 
to  the  conclusion:  "Thus,  it  is  extremely  unlikely  that  demand  pressures  would 
ever  build  up  sufficiently  to  heighten  market  rent  inflation  in  areas  served  by 
allowances"  (Struyk  and  Bendick,  1981:15).  And  the  Brookings  chapter  by 
Harold  Watts,  "A  Critical  Review  of  the  Program  as  a  Social  Experiment,** 
contains  this  non-sequitur:  "The  most  important  outcome  of  the  supply 
experiment  was  that  the  size  of  the  increase  in  demand  was  very  small  and  that 
consequentl>'  there  was  little  opportunity  to  observe  the  response  of  the  various 
supply  mechanisms  to  such  a  stimulus.  This  can  be  regarded  as  a  finding  of  the 
first  imporunce  in  that  it  provides  assurance  that  market  mechanisms  can 
accommodate  changes  induced  by  a  housing  allowance  program  without 
precipitous  price  changes  or  other  disturbances**  (Bradbury  and  Downs,  1981:49). 

On  the  other  hand,  John  Kain,  in  his  Brookings  chapter,  **A  Universal 
Housing  Allowance  Program,**  reveals  that  in  response  to  criticism  that  ""market 
conditions  in  Green  Bay  and  South  Bend  were  qualitatively  different  from  those 
found  in  large,  old,  deca>'ing  urban  centers  such  as  Detroit,  Cleveland,  or 
Newark..., HUD  contracted  with  the  Urban  Institute  and  the  National  Bureau  of 
Economic  Research  to  adapt  their  housing  market  simulation  models  U>  an 
analysis  of  the  probable  market  impacts  of  a  full-scale  housing  aUowanoe... .  Both 
the  Urban  Institute  and  National  Bureau  of  Economic  Research  simulations 
indicated  that  a  full-scale  earmarked  allowance  program  might  cause  significant 
reitt  increases  for  both  recipients  and  nonrecipients,  and  the  bureau  simulations 
pointed  out  the  possibility  that  such  a  program  might  trigger  large  price  declines 
and  extensive  ab«ndoiunent  in  the  worst  neighborhoods**  (Bradbury  and  Downs, 
1981:358-359). 

SOME  ANALOGIES  TO  HOUSING  ALLOWANCES 

The  dosest  thing  to  a  housing  voucher  program  now  in  operation  is  tluu 
portion  of  HUD*s  Section  8  program  which  subsidies  rents  in  exttliqg  sound 
uniu  (as  opposed  to  the  Section  8  new  construction  and  icfaabiliution  programs). 
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Several  studies  of  the  program  are  suggestive  of  problems  a  housing  aUowanoe 
program  may  produce.  A  January,  1982,  report  by  Pratt  Institute  Center  for 
Community  and  Environmental  Development  showed  that  27  percent  of  New 
York  City  residents  who  were  issued  Section  8  existing  housing  certificates  since 
1976  were  unable  to  put  them  to  use,  and  that  in  the  last  two  years  that  proportion 
has  grown  to  36  percent,  in  line  with  the  city*s  ever  shrinking  vacancy  rates. 
Minority  households  and  families  with  children  were  least  able  to  find  a  suitable 
unit  to  which  they  could  apply  their  Section  8  rent  certificate  (DeGiovanni  and 
Brooks,  1982).  A  1979  General  Accounting  Office  inspection  of  a  sample  of 
existing  Section  8  units  in  Massachusetts,  Illinois,  Georgia,  Arizona  and 
California  revealed  that  **42  percent  contained  one  or  more  conditions  which 
violated  Federal  housing  quality  standards  and /or  endangered  the  life,  health, 
safety,  or  welfare  of  the  occupants  or  the  public**  and  that  ''conditions  in  18 
percent  of  the  homes  were  so  serious  that  they  were  not  considered  decent,  safe, 
and  sanitary**  (Comptroller  General,  1979:ii).  And  dau  assembled  by  Henry 
Schechter,  the  AFL-CIO*s  highly  regarded  housing  director,  suggest  the 
inflationary  effect  housing  allowances  may  have.  Comparing  changes  in  tlie 
Consumer  Price  Index  rent  index  with  the  proportion  of  toul  rental  units  leased 
under  the  Section  8  existing  program,  Schechter  found  this  relationship:  in  thoie 
metropolitan  areas  where  higher  proportions  of  the  renul  stock  were  absorbed 
into  the  Section  8  program,  rents  were  rising  at  faster  rates  (Schechter,  1981). 

Another  relevant  program  to  place  side  by  side  with  EHAP  is  public 
assistance,  which  in  effect  is  a  housing  allowance  program,  with  little  or  no 
systematic  official  attention  paid  to  how  recipients  fare  in  the  housing  market.  As 
Martin  Rein  notes,  ^'If  the  federal  government  were  seriously  to  consider 
developing  a  housing  allowance  for  low-income  households,  the  experience  of 
those  on  welfare  could  serve  as  a  useful  guide  in  anticipating  some  of  the  strains 
and  difficuhies  that  such  a  program  might  encounter**  (Rein,  1972).  Each  stateli 
public  assistance  grant  has  an  imputed  element  that  covers  housing  costs,  or  a 
portion  thereof.  No  safeguards  or  housing  aids  are  included;  it  is  simply  fttt^imfd 
people  will  fend  for  themselves. 

Few  studies  exist  of  the  housing  conditions  of  public  welfare  recipients, 
possibly  because  welfare  officials  are  not  eager  to  know  how  poorly  their  clients 
are  housed  and  how  little  good  the  money  funneled  through  the  system  does  in 
providing  clients  with  decent  living  conditions.  But  the  few  studies  that  do  exist 
are  very  revealing.  A  1969  U.S.  Department  of  Health,  Education  and  WeUare 
study  concluded  that  ''on  the  basis  of  available  dau,  it  is  estimated  that  at  least 
one-half  of  all  assisunce  recipienu  live  in  housing  which  is  deteriorated  or 
dilapidated,  unsafe,  insaniury,  or  overcrowded**  (HEW,  1969).  A  more  recent  and 
localized  sutistic,  from  a  special  1981  Census  Bureau  survey  of  New  York  Gty^ 
rental  housing  market,  is  that  47  percent  of  all  renter  fan^lies  receiving  public 
assistance  are  living  in  housing  in  need  of  rehabiliution  (Stegmaa,  1981: 9).  And 
whereas  New  York  City*s  Fair  Market  Rent  (under  the  Section  8  program, 
esublished  by  HUD)  for  a  2-bedroom  unit,  including  utilitiet,  is  S407,.the  public 
assisunce  shelter  allowance  for  a  4-person  household  (the  number  of  people  for  a 
2-bedroom  unit)  is  S218  (DeGiovanni,  1982). 
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THE  IMPACT  ON  PUBLIC  HOUSING 

While  the  exact  form  the  administration"^  housing  allowance  program  will 
take  cannot  be  precisely  predicted,  one  real  concern  low-income  housing 
advocates  have  is  its  deleterious  effects  on  existing  public  housing  projects,  where 
over  three  million  Americans  live.  Along  with  the  virtual  elimination  of  subsidies 
for  new  low-rent  housing  in  the  administration's  budgets  to  date  come  subsuntial 
cutbacks  in  operating  subsidies  for  existing  projects,  many  if  not  most  of  which 
are  in  need  of  large-scale  maintenance  investment.  Additionally,  some  6,000  of  the 
106,000  vouchers  for  FY  1983  are  earmarked  for  residents  of  public  housing  units 
that  are  to  be  demolished  (See  Hartman,  1982).  Many  localities  would  like 
nothing  better  than  to  get  rid  of  some  of  their  older  public  housing  projects  which, 
originally  located  on  unappealing,  out  of  the  way  sites,  are  now  hot  properties, 
due  to  gentrification,  new  transit  lines  and  other  changes.  Alexandria,  Virginia,  is 
a  prime  example,  where  as  a  result  of  the  Metro  system  and  gentrifying  areas  like 
Old  Town,  developers  and  the  city  are  teaming  up  to  replace  low-rent  projects 
with  upper-income  residences  and  commercial  uses.  The  ability  to  offer  housing 
vouchers  instead  of  project  apartments  will  greatly  faciliutc  that  process. 
Permanent  low-rent  units  will  be  removed,  and  replaced  by  short-term  rent 
certificates. 

The  dynamics  of  what  substitution  of  vouchers  for  existing  pubic  housing 
subsidies  will  do  to  that  system  are  very  complex,  and  depend  on  the  particular 
form  that  substitution  takes.  Using  as  a  model  suggestions  put  forth  by  the 
President's  Commission  on  Housing  in  its  Interim  Report,  Michael  Stegman, 
HUD's  Deputy  Assistant  Secretary  for  Research  under  the  Carter  administration, 
played  out  the  following  scenario:  ''The  most  upwardly  mobile  families  will  leave 
public  housing  first,  followed  by  others  who  are  able  to  navigate  in  the  local 
market.  Enough  tenants  would  leave  their  assisted  units  to  assure  the  financial 
failure  of  many  projects  and  local  authorities... As  local  projects  deteriorate  still 
further,  they  will  become  centers  of  frustration,  tension  and  unrest;  more  families 
will  flee  public  housing,  doubling  up  would  increase  in  some  cities  and  private 
market  rents  would  be  bid  up...[M]ore  and  more  poor  people  would  have  to  pay 
very  high  fractions  of  their  income  for  inadequate  housing**  (Stegman,  1981).  An 
added  irony  to  such  a  shift  is  that  we  may  be  seeing  replacement  of  a  program  that 
disproportionately  meets  the  needs  of  minority  and  elderly  households  by  one 
that,  as  EHAP  has  shown,  fails  most  when  it  comes  to  serving  the  needs  of  those 
whose  housing  problems  are  the  greatest. 

Another  byproduct  of  the  shift  from  public  housing  to  housing  allowances  is 
the  loss  of  many  important  tenants*  rights,  won  after  considerable  struggle.  Public 
housing  tenants  are  now  among  the  most  protected  class  of  tenants  in  the  country, 
shielded  from  arbitrary  evictions  and  from  reuliatory  eviction  as  a  result  of 
exercising  their  rights,  guaranteed  a  notice  and  hearing  when  benefits  are  denied, 
and  protected  by  a  warranty  of  habiubility  that  the  quarters  are  decent,  safe  and 
saniury,  which  can  be  used  as  a  defense  against  eviction  and  grounds  for 
withholding  rent.  Because  these  rights  are  not  part  of  general  landlord-tenant  law 
in  most  sutes,  tenants  given  housing  allowances  and  moved  from  public  housing, 
or  given  housing  allowances  as  an  alternative  to  public  housing,  will  be  deprived 
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of  important  protections,  as  these  righu  are  not  Ukely  to  be  built  into  a  housiog 
allowance  program,  rooted  as  it  is  in  free  market  principles. 


THE  NOTION  OF  A  HOUSING  ENTITLEMENT 

Low  income  housing  advocates  could  possibly  support  the  housiog 
allowance  idea,  even  with  its  many  shortcomings,  if  it  were  presented  as  an 
entitlement  (President's  Commission  on  Housing,  1982: 23)  program  —  that  is,  if  it 
were  similar  to  food  sumps  and  Medicaid,  which,  whatever  their  inadequacies 
and  current  curtailments,  are  designed  so  that  anyone  and  everyone  who  meu 
eligibility  criteria  is  entitled  to  receive  benefits.  No  direct  housing  assistance 
program  the  government  ever  has  mounted  is  an  entitlement  program.  Gushing 
Dolbeare  of  the  National  Low  Income  Housing  Coalition  and  others  have 
suggested  that  we  take  a  very  narrow  segment  of  the  population  —  say,  large 
female-headed  households  with  incomes  under  50  percent  of  the  median,  or  the 
elderly  of  similar  income  levels  —  and  agree  to  guarantee  those  people  an 
entitlement  to  a  housing  allowance.  That  would  involve  a  roughly  predicuble  and 
reasonable  budgetary  outlay,  would  perhaps  be  politically  acceptable,  and  wouM 
establish  the  principle  for  the  first  time  of  an  entitlement  to  decent  hotising  at  an 
affordable  cost.  That  opening  wedge  could  then  be  expanded  incrementally  to 
different  categories  and  higher  income  levels.  But  the  President  Is  Commission  on 
Housing  (1982:23)  has  specifically  rejected  the  notion  of  housing  allowances  as  an 
entitlement,  and  it  is  inconceivable  that  this  administration  would  ever  agree  to 
such  a  principle. 

Ironically,  we  do  now  have  one  entitlement  program  in  the  housing  area,  as 
Cushing  Dolbeare  has  on  many  occasions  pointed  out:  the  tax  system  provision 
allowing  all  qualifying  homeowners  to  deduct  mortgage  interest  and  property  Ux 
payments  from  their  taxable  income.  Over  25  million  tax  returns  had  one  or 
another  of  these  indirect  housing  subsidies  in  1981,  at  a  cost  to  the  Treasury,  in 
foregone  tax  revenues,  of  more  than  S39  billion  in  FY  1982.  (By  comparison, 
HUD*s  entire  budget  for  that  year  was  S16  billion.)  And  the  regressivity  of  this 
entitlement  ux  expenditure  is  enormous.  Because  of  who  does  and  does  not 
itemize,  and  the  relationship  between  ownership  rates,  income,  and  the  tax  rate 
structure,  30  percent  of  all  mortgage  interest  deduction  benefits  go  to  the  5 
percent  of  the  population  with  annual  incomes  over  S50,000.  This  accounts  for 
nearly  two-thirds  of  all  homeowner  Ux  benefits.  Ninety-two  percent  of  all  tax. 
benefits  go  to  uxpayers  with  incomes  over  $20,000. 

One  of  the  more  revealing  aspects  of  the  current  debate  over  federal  housing 
expenditures  is  how  this  vast  and  vastly  regressive  ux  expenditure  for  housing 
remains  unscathed  through  all  the  recent  budget  cuts  and  ux  reforms.  An 
October,  1981  Congressional  Budget  Office  study.  The  Tax  Treatment  of 
Homeownership:  Issues  and  Options,  from  which  the  above  dau  are  drawn, 
shows  how  simple  reforms  like  putting  a  dollar  cap  on  these  benefiu,  eliminating 
them  ahogether  for  second  homes,  and  converting  them  from  a  ux  deduction  to  a 
ux  credit  would  provide  subsuntial  additional  government  ux  revenues  and 
eliminate  major  systemic  inequities,  while  having  minimal  effect  on  housing 
market  behavior. 
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In  sumnuiry,  the  reality  seems  to  be  that  this  administration  is  seeking  to  pull 
the  federal  government  out  of  its  traditional  housing  assistance  role  as  rapidly  and 
completely  as  possible,  and  the  housing  allowance  idea  is  a  major  step  in  that 
direction.  In  sheer  quantitative  terms,  the  present  administration's  budgetary 
proposals  involve  additions  to  the  subsidized  housing  stock  amounting  to 
considerably  less  than  half  of  what  the  previous  administration  proposed  in  its 
final  year  budget.  The  rhetoric  about  **horizontaI  equity**  would  seem  in  reality  to 
translate  into  ''less  aid  for  fewer  people.** 

In  an  interview  published  in  the  November  6,  1981,  Washington  Post,  right 
after  release  of  the  presidential  housing  commission's  interim  report,  HUD 
Secretary  Samuel  Pierce  outlined  the  administration*s  likely  intentions:  '"We  hope 
by  1984  or  "85,  that  we  will  have  interest  rates  down  enough  that  it  will  stimulate 
housing  so  that  we  won\  have  to  use  the  voucher  system.  We  hope  that  maybe 
well  even  get  out  of  that.**  lt*s  obviously  easier  to  terminate  the  nearly  50-year  old 
federal  role  in  housing  lower-income  households  by  getting  rid  of  programs  that 
have  long-term  commitments,  like  public  housing  and  Section  8,  substituting  very 
flexible,  short-term  commitments,  and  gradually  phasing  them  out. 

It  should  be  clear  that  housing  allowances  do  not  do  the  same  thing  that 
traditional  government  housing  programs  for  the  poor  have  done:  produce 
housing  for  them.  Thus,  the  argument  that  it's  a  cheaper  approach  is  comparing 
apples  and  oranges.  They  are  programs  that  do  different  things.  The  housing 
allowance  program,  as  it*s  being  presented,  hardly  merits  being  called  a  housing 
program.  EHAP  has  shown  that  short-term  housing  vouchers  aren\  going  to 
motivate  anyone  to  produce  new  or  substantially  rehabiliuted  units,  which,  for  all 
their  defects,  the  older  programs  such  as  public  housing  and  Section  8  did,  with 
their  15-40  year  subsidy  commitments  and  direct  public  construction. 

As  capsulizcd  in  the  Bradbury  and  Downs  summary  of  the  EHAP 
experience,  "^he  ironic  result  is  that  the  greater  the  need  for  physical  improvement 
in  community's  housing  inventory,  the  less  its  residents  are  likely  to  participate  in 
a  housing  allowance  program  that  includes  physical  standards**  (Bradbury  and 
Downs,  1981:379).  If  you  live  in  good  housing  to  begin  with,  EHAP  shows  that 
housing  allowances  are  pretty  much  an  income  supplement;  if  you  doTi\  live  in 
good  housing,  EHAP  shows  you're  not  likely  to  be  able  to  uke  advantage  of  the 
program. 

NOTES 

'Emily  Achtcnbert.  Marc  Bendick.  Jr^  Cushint  Dolbcare,  Robert  Kuttncr.  Floreaoe  Roisnan.  Henry 
Schechtcr.  Michael  Siegman.  and  in  particular  Frank  DeCiovvnni  provided  helpful  critiques  of  an  earlier  draft  of 
dib  article. 

•For  a  critique  of  the  Commission "k  Final  Report,  tee  the  author^  review  in  the  Wimer  1983  issue  of  the  Jounml 
pf  tke  Amerkmn  Hmmhtg  AuoeimUm. 

^Eligibility  to  receive  housing  allowances  can  be  defined  by  various  measures  and  with  varying  degrees  of 
firingenc)-.  EHAP  varied  the  sundardi  somewhat  for  each  of  the  three  principal  experimental  subseu.  Demand. 
Suppl>  and  Administration,  but  for  each  the  three  criteria  were  incooie/asKU.  household  composition,  and 
residency.  To  give  a  rough  idea  of  EHAP  constrainu.  (1973-74)  income  for  a  family  of  3-4  ranged  across  the  twelve 
cxperimem  sites  from  S6.000  to  SV.tSO;  asset  limiu  for  remcrs  ranged  from  SS.000  if  the  household  head  was  under  62 
to  SIOjOOO  if  the  household  head  was  62  or  older,  with  corresponding  homeowner  limiu  ranging  from  S20.000  to 
S12J00  (counting  the  equity  buih  up  in  the  home);  single  persons  ftnemlly  were  not  eligible  unless  handicapped, 
dderly  or  displaced  by  public  action;  and  only  residems  of  the  experiment  area  were  eUgible.  with  residcMs  of 
publicly  subsidiied  housing  excluded. 
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niKw  figuits  foncwkM  ovmtttc  Uk  bm  ««liie  of  Uk  ptyoMMi  !•  theif  radpimt  iMiMai  fMtf  i 
well,  since  housint  aUowanoe  paymcnu  were  cououd  m  iiicowr  mi  dnumauag  rUffJiiMtf  ■■<  | 
food  fump  protram.  tliereby  reducim  bcncfiu  avaitoble  under  that  progrMD. 

niM  findint  raim  a  broader,  oiore  dittttrbint  qoestioo  of  wketlier  ow  eoovmio 
adequacy,  as  embodied  in  the  Housing  Census  and  HUD-Census  Bureau  Anmial  Hoonig  Svmty  - 
relied  on  for  the  fenerally  acoepied  wisdom  that  the  problem  of  lubstandanl  ho«Mi§  is  U.  S.  fodaty  ii  M I 
significant  -  may  themselves  be  inadequate  and  are  misleading  us  as  to  the  real  piciuR.  Local  hooMig  codm  ■ 
more  deuiled  and  stringent  than  Census  Bureau  ratings,  and  they  designate  the  kgiM  itandaid  thai  I 
must  meet.  Surveys  of  comprehensive  code  inspections  for  entire  locablies  or  i 
even  more  rarely  reported.  But  the  1968  National  CommisMon  on  Urban  Problems  flhe  1 
undertook  to  survey  twelve  neighborhoods  receiving  assistance  under  the  federal  Coacaiiaiad  Cade  I 
Program,  areas  which  under  federal  graming  procedures  eooU  not  by  Census  laiings  bt  seventy  biglHid  i 
areas,  and  found  that  72  percent  of  the  3l.000buildingsinthesearcas  were  ia  violation  of  the  laeall 
five  areas  the  figure  was  at  least  gS  peroem,  and  in  one  area  it  was  fg  peiceat.  In  one  of  Ike  I 
reports.  OKar  Sutermeister  conchided: 

It  is  readily  apparent  that  even  the  nwst  conscicatious  uaer  of  Census  data . 
arrive  at  a  total  Substandard**  housing  figure  which  grossly  nailsiiiiiBMiatI  Ike 
number  of  dwelling  uniu  having  serious  housing  code  violations.  To  we  a  loiaf  dMi 
arrived  at  as  a  figure  for  substandard  housing  is  grossly  inaccurate  aad  airiaading. 
because  it  flies  in  the  tact  of  extensive  eonsiderations  givea  by  hoaMi  aipeitt, 
building  officials,  model  code  drafting  organiiatieas,and  the  local,  iMic,( 
court  system  to  what  have  become  over  a  period  of  nmay  years,  Ike  i 
politically,  and  legally  acoepied  minimom  standard  for  bowsing  of  human  btinBi  in 
the  United  Suies...  (Sutermeister.  iM9:g3.  102). 

•Monon  isler.  in  the  Urban  lastitwe  book,  docs  aoie  that  "ia  aa  mVtrwitai 
enlorccmeni...the  principal  EHAP  fmdings  cooM  change  subataatially.  Panicipatioa  i 
assuming  minimum  housing  quahty  standards  were  buih  into  the  program  and  with  it,  i 
(Siruyk  and  Bendick.  1981:  284). 
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Chairman  Gonzalez.  Our  next  panelist  has  been  most  helpful  to 
us  previously,  associate  professor  of  economics,  Elizabeth  A.  Rois- 
tacher.  Queens  College,  City  University  of  New  York.  Thank  you 
very  much  for  helping  us  again,  and  your  presence  here  is  very 
helpful  and  deeply  appreciated. 

STATEMENT  OF  ELIZABETH  A.  ROISTACHER,  ASSOCIATE  PRO- 
FESSOR OF  ECONOMICS,  QUEENS  COLLEGE,  CITY  UNIVERSITY 
OF  NEW  YORK 

Ms.  RoiSTACHER.  Thank  you  very  much,  Mr.  Chairman. 

I  am  happy  to  have  the  opportunity  to  be  here  before  the  com- 
mittee again.  Today  my  comments  are  going  to  be  mostly  on  the 
British  experience  with  the  Public  Housing  Sales  Program  and  to 
see  whether  it  provides  a  workable  model  for  the  United  States. 

Mv  full  statement  is  going  to  be  submitted  for  the  record,  but  I 
would  like  to  present  it  to  you  in  an  abbreviated  form. 

In  1980  tenants  living  in  British  public  housing  were  given  the 
right  to  buy  their  dwellings,  and  by  the  end  of  1984  well  over 
500,000  housing  units,  nearly  10  percent  of  the  public  stock,  had 
been  sold  under  this  Right  to  Buy  Program. 

I  would  like  to  address  three  questions  in  my  discission  of  what 
might  be  possible  in  the  United  States.  First,  is  the  issue  of  feasibil- 
ity. Can  the  United  States  design  a  sales  program  which  makes 
sales  both  economically  viable  and  also  attractive  to  tenants? 

The  British  public  housing  sector  is  quite  different  in  physical 
terms,  tenant  composition,  and  in  its  share  of  the  national  nousing 
stock.  These  aspects  of  British  public  housing  have  helped  to 
render  the  program  a  success  as  measured  by  tne  high  volume  of 
sales.  The  situation  in  the  United  States  is  quite  different,  and  thus 
feasibility  is  an  issue. 

Second  is  the  question  of  viability  as  a  homeownership  program, 
by  which  I  mean  a  program  that  confers  on  tenant-purchasers 
those  benefits  believed  to  be  closely  associated  with  homeowner- 
ship,  security  from  eviction,  an  ability  to  control  the  cost  and  (}ual- 
ity  of  one's  own  living  environment,  incentives  for  efficient  mainte- 
nance, tax  benefits,  and  the  be^st  possible  form  of  household  saving. 

The  final  thing  I  would  like  to  address  is  of  a  much  lar^r  order. 
Is  a  sales  scheme  part  of  an  effort  to  forge  a  fair  and  effiaent  hous- 
ing agenda  or  is  it  rather  an  attractively  wrapped  package  facilitat- 
ing a  further  contraction  of  the  Federal  commitment  to  assist  low- 
income  people? 

The  British  experience  with  the  sale  of  public  housing  teaches  us 
something  about  all  three  of  these  concerns.  First,  let  me  provide  a 
little  background  on  British  public  housing  and  the  sales  program. 
Britain's  housing  market  currently  reflects  the  Governments  his- 
toric and  active  participation  in  this  sector  of  the  economy,  a  role 
which  goes  as  far  back  as  the  early  1900's. 

This  intervention  has  taken  two  mcgor  forms.  The  first  is  rent 
control,  and  the  second  is  the  public  provision  of  housing,  principal- 
ly by  local  councils  or  authorities.  Hence,  the  more  common  use  of 
the  terms  council  housing  or  local  authority  housing. 

In  1980,  the  vear  the  current  sales  policy  was  instituted,  34  per- 
cent of  Britain  s  households  resided  in  council  housing,  another  IS 
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percent  lived  in  the  private  rental  sector,  and  some  53  percent 
owned  their  homes  or  flats. 

Council  housing  was  provided  not  just  for  the  poor  but  for  a 
broad  range  of  households.  There  is  no  income  eligiblity  ceiling  for 
council  house  tenancy. 

Although  there  is  no  means  testing  to  live  in  council  housing, 
there  are  additional  means  tested  housing  rebates  available  to 
lower  income  households  in  all  sectors. 

Although  the  ideology  behind  public  provision  may  have  changed 
from  government  to  government,  even  conservative  governments 
have,  in  the  past,  emphasized  public  provision  as  a  desirable  and 
effective  way  to  address  housing  shortages,  particularly  in  the  poet- 
war  years. 

Council  house  sales  began  in  earnest  after  the  passage  of  the 
Housing  Act  of  1980,  which  introduced  two  important  new  rights 
crucial  to  an  agressive  sales  programs.  The  right  to  buy  and  the 
right  to  a  mortgage  from  the  local  authority. 

In  1980  there  were  over  6  million  units  of  council  housing  in 
Britain,  and  nearly  two-thirds  of  these  were  either  detached,  semi- 
detached, or  terraced  rowhouses. 

Many  of  these  units  are  of  good  quality  and  high  amenity  and 
not  isolated  in  poorer  neighborhoods.  In  particular,  they  often  have 
their  own  garden,  a  highly  valued  item  in  British  life.  Purpose- 
built  flats  accounted  for  less  than  one-third  of  the  public  stock.  The 
lower  quality  portion  of  the  public  stock  is  to  be  found  among  the 
flats,  but  a  good  many  flats  are  of  a  high  standard. 

I  have  brought  for  you  a  number  of  photographs  which  I  hope 
you  have  either  seen  or  will  get  the  opportunity  to  see,  which  give 
you  some  idea  of  the  range  of  quality  and  style  of  council  housing. 

The  median  income  of  council  house  tenants  in  1980  was  just 
over  70  percent  of  the  median  for  all  households,  and  roughly  60 
percent  of  the  median  for  owner-occupiers. 

Britain's  poorest  tenants  tend  to  reside  not  in  council  housing, 
but  in  the  private  rental  sector.  In  the  United  States,  1970  HUD 
data  indicate  that  median  income  for  public  housing  occupants  was 
about  25  percent  of  the  U.S.  median. 

Under  Britain's  right-to-buy  legislation,  council  houses  are  sold 
on  a  discounted  basis  now  ranging  from  33  percent  to  60  percent  of 
estimated  market  value. 

But  in  addition  to  the  attractive  pull  of  discounted  prices  council 
tenants  have  also  been  encouraged  or  pushed  into  buying  because 
of  sharp  increases  in  council  rents. 

What  are  the  characteristics  of  tenants  who  have  purchased  and 
of  the  units  sold?  Only  4  percent  of  units  sold  have  been  flats. 
While  the  Government  is  not  monitoring  the  detailed  characteris- 
tics of  sales  and  purchasers,  available  evidence  indicates  that  the 
purchased  units  tend  to  be  among  the  higher  quality  portion  of  the 
council  stock  and  that  the  purchasers  are  from  among  the  better 
ofT  tenants. 

In  sum,  Britain's  council  housing  tenants  are  relatively        1  off 
compared  to  U.S.  public  housing  tenants,  and  the  public  n        ig 
stock  is  relatively  amenable  to  and  attractive  as  owner-occu 
housing.  Substantial  discounts  on  prices,  as  well  as  upward 
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sure  on  council  rents,  however,  have  been  important  factors  in  pro- 
moting the  high  volume  of  sales. 

Because  in  the  U.S.  public  housing  tenants  are  generally  rela- 
tively poorer  than  those  in  Britain  and  because  the  stock  is  not  as 
well  suited  to  individual  ownership,  a  program  of  public  housing 
sales  here  will  require  greater  economic  incentives  to  make  it  feasi- 
ble and  attractive  for  even  the  better  off  tenants  to  buy. 

We  start  out  with  a  public  housing  stock  which  accounts  for  leas 
than  1.5  percent  of  occupied  units.  Data  suggest  that  perhaps  2  per- 
cent of  units  are  single-family,  but  another  40  percent  are  in  du- 
plexes or  rowhouses,  and  those  would  be  relatively  well-suited  to 
some  form  of  ownership  program. 

HUD  data  indicate  that  over  91  percent  of  public  housing  ten- 
ants reported  incomes  below  50  pecent  of  median  income  for  the 
area  in  which  they  lived.  And  most  households  lack  adequate 
income  to  cover  current  operating  costs  without  additional  subsidy. 

Nevertheless,  an  analysis  by  Morton  Schussheim  of  the  Congres- 
sional Research  Service  does  suggest  that  it  may  be  possible  to 
come  up  with  a  set  of  numbers  which  makes  purchase  feasible  for  a 
large  number  of  tenants,  if  purchase  prices  are  kept  very  low  and 
if  it  is  possible  to  bring  down  operating  costs  significantly  through 
modernization  of  units  and  additional  cost-savings  believed  to  be 
associated  with  homeownership. 

In  the  HUD  demonstration  outlined  in  the  Federal  Register  last 
October,  feasibility  is  promoted  by  allowing  PHA's  to  discount 
prices  almost  to  zero  and  to  include  in  the  demonstration  tenants 
whose  incomes  are  now  above  the  income  eligibilty  ceiling  for 
entry  into  public  housing,  but  who  are  currently  residents  of  public 
housing. 

A  sales  program  of  any  signific€mt  proportion  is  certainly  less 
feasible  in  the  U.S.  than  in  Britain.  However,  this  conclusion  bv 
itself  does  not  suggest  that  a  public  housing  sales  program  which 
benefits  a  small  group  of  low-income  families  is  not  a  wortlw  objec- 
tive. But  what  are  the  prospects  for  purchasers  of  public  housing 
reaping  the  benefits  of  homeownership?  The  British  experience  is 
helpful  in  considering  the  issue. 

Most  British  purchasers  could  afford  the  discounted  purchase 
price  and  the  operating  costs  and  debt  service  on  tiieir  new  homes. 
But,  some  units  were  not  in  good  repair  when  they  were  purchased, 
and  owners  are  now  finding  that  they  cannot  afford  maintenanoe 
costs. 

The  problem  is  important  enough  for  the  Government  to  have  re- 
cently considered  a  scheme  of  giving  additional  grants,  very  small 
ones  however,  of  only  £250,  to  purchasers  who  found  themselves  in 
such  a  position.  There  are  two  reasons  for  this  problem. 

First,  there  was  no  requirement  that  units  be  put  in  sound  condi- 
tion before  being  sold.  The  condition  of  the  unit,  however,  is  gener- 
ally reflected  in  the  market  valuation,  an  effect  which,  together 
with  steep  discounting  has  allowed  tenants  with  more  marginal  in- 
comes to  become  purchasers. 

Thus  the  up-front  discount  was  seductive,  but  there  was  no  provi- 
sion for  the  consequences  if  tenants  were  not  able  to  predict  the 
potential  pitfalls  before  them. 
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A  problem  with  mortgage  arrears  is  also  devefoping.  Data  indi- 
cate that  the  mort^ige  deUnquency  rate  for  council  house  purchas- 
ers is  more  than  twice  the  rate  for  mortgagers  in  generaL 

HUD  demonstration  guidelines  for  the  sale  of  public  housing  are 
not  totally  insensitive  to  the  problem  of  housing  maintenance.  'Hie 
guidelines  require  that  units  put  up  for  sale  be  in  "sound  condi- 
tion" but  such  language  does  not  guarantee  that  maintenance 
problems  will  not  arise. 

Even  if  tenants  can  cover  operating  costs  at  time  of  purchase,  op- 
erating costs  may  rise  faster  than  household  income.  Recent  histo- 
ry should  prepare  us  for  this.  After  all.  Congress  had  to  pass  the 
Brooke  amendment  introducing  public  housing  operating  subsidies 
in  1969  in  response  to  just  this  problem. 

The  erosion  of  incomes  relative  to  costs  continued  during  the  in- 
flationary 1970's  and  has  been  the  m^yor  weakness  in  the  ability  of 
the  private  sector  to  provide  adequate  housing  for  low-income  fami- 
lies. And  given  that  the  economic  expansion  nas  yet  to  be  effective 
in  helping  the  Nation's  lowest  income  families,  the  problem  of 
income  inadequacy  is  a  serious  one,  even  in  a  world  of  low  infla- 
tion. 

As  for  tax  benefits,  most  of  the  households  who  might  buy  their 
public  housing  units  would  likely  have  little  or  no  tax  liability  and 
therefore  not  reap  the  tax  benefits  associated  with  the  deducdbUity 
of  mortgage  interest,  assuming  there  is  a  mortgage  involved  in  the 


But  Britain  shows  us  how  this  could  be  remedied.  Low  income 
households  with  no  tax  liability  are  able  to  receive  a  mortgage  sub- 
sidy which  is  the  equivalent  of  the  tax  relief  given  to  a  base  rate 
tai^yer,  one  at  the  lowest  marginal  bracket,  which  in  Britain,  is 
30  percent.  This  is  really  a  refundable  tax  credit. 

It  is  something  that  could  be  done  to  promote  low  income  home- 
ownership  quite  independent  of  a  public  housing  ownership  pro- 
gram and  I  would  like  to  emphasize  that  a  variant  could  even  be 
designed  to  assist  low  income  renters. 

We  can  conclude  then  that  public  housing  sales  may  be  feasible, 
but  we  must  design  any  such  program  to  protect  tenants  so  that 
they  reap  benefits  from  the  demonstration  and  do  not  end  up  with 
housing  they  cannot  afford  to  maintain  or  mortgages  they  cannot 
afford  to  pay,  which  could  mean  the  loss  of  their  homes.  Clearly 
additional  resources  would  be  needed  to  be  committed  to  an  owner- 
ship program  to  make  it  work  properly,  especially  with  counseling 
and  training  for  the  new  homeowners. 

And  this  brings  me  to  my  third  and  final  concern.  Having  ad- 
dressed the  questions  of  the  feasiblity  of  public  housing  sales  and 
whether  it  will  confer  the  benefits  of  homeownership  on  purchas- 
ers, the  answer  to  each  of  these  is  a  definite  maybe?— let  me  now 
try  to  broaden  the  focus  and  place  public  housing  sales  in  the  con- 
text of  overall  housing  polig^. 

First,  a  look  at  Brititin:  The  right  to  buy  program  was  not  care- 
fully designed  to  prepare  tenants  for  homeownership.  Moreover, 
the  Government  has  done  little  to  monitor  the  effects  of  its  policy 
apart  from  measuring  and  promoting  the  volume  of  sales. 

Sales  have  been  promoted  by  forcing  up  council  rents.  And      t 
same  time  that  subsidies  to  lower  income  renters  are 
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duced,  tax  benefits  to  onwer-occupiers  have  actually  been  increased 
in  Britain.  The  overall  policy  context  is  one  which  raises  some 
question  about  the  underlying  purpose  of  the  sale  of  council  hous- 
ing. 

If  the  United  States  needs  a  demonstration  of  low-income  home- 
ownership  for  public  housing  tenants,  and  certainly  that  is  prefera- 
ble to  a  full-blown  program  at  this  point,  why  do  we  demonstrate 
on  a  public  housing  stock  that  is  already  a  scarce  social  resource? 

A  homeownership  scheme  using  the  public  stock  would  not  only 
prevent  these  units  from  serving  other  low-income  families  at  some 
future  date  but  could  also  drain  ofiT  funds  from  the  shrinking  slice 
of  the  Federal  budgetary  pie  going  to  low-income  housing. 

Yet  millions  of  other  low-income  households  cannot  afford  decent 
housing  and  a  growing  number  find  themselves  with  no  place  to 
live.  Using  scarce  public  housing  units  to  create  a  homeownership 
program  for  a  small  number  of  households  would  be  desirable  if  it 
were  in  the  context  of  expanding  opportunities  for  other  low- 
income  families. 

But  if  the  context  is  one  of  contracting  resources  which  we  ob- 
serve here  and  at  the  same  time  nonpoor  homeowners  continue  to 
recieve  favored  treatment  through  the  tax  code  and  in  tax  reform 
proposals,  we  must  question  the  program. 

In  this  context  the  sale  of  public  housing  looks  less  like  a  pro- 
gram to  expand  low-income  housing  opportunities  and  more  like  a 
well-packaged  part  of  the  administration's  strategy  to  bow  out  of 
its  responsibility  to  low-income  households. 

Chairman  Gonzalez.  Thank  you  very  much.  I  deeply  appreciate 
that.  I  think  that  is  the  first  real  in-depth  analysis  we  have  had  at 
this  level.  So  I  am  very  grateful  to  you. 

Ms.  RoiSTACHER.  Thank  you. 

[Ms.  Roistacher  submitted  a  prepared  statement  "Selling  Public 
Housing:  Should  We  Try?  Who  Will  Buy?  Lessons  From  Britain/' 
for  inclusion  in  the  record:] 
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SELLZMG  PUBLIC  HOUSING:   SHOULD  HE  TRYt  WHO  If  ILL  SUTt 
Ltt««on«  £roA  Britain 

I  h«v«  b««n  ««k«d  to  eoaa«nt  todsy  on  Britain's  rmemnt 
•xparionco  with  public  housing  aalsa  and  wh«th«r  it  provides  m 
workAblo  nodol  for  United  St«t««.   In  19B0  tonant*  living  in 
British  public  housing  «#«r«  givon  tho  right  to  buy  thoir 
d«#«l lings,  and  by  tho  ond  of  1964  woll  ovor  500,000  housing 
units — nssrly  tsn  porcsnt  of  ths  public  stock —  hsd  basn  sold 
undsr  this  progrsn.l   Ths  popularity  of  public  housing  ssltts  hss 
bssn  considsrsd  ons  of  ths  nsjor  succsssss  of  ths  Thstehsr 
govsrnnsnt  snd  hss  boon  suggsstsd  ss  s  sodsl  for  ths  U.S. 

I'd  liks  to  sddrsss  thrss  questions  in  ny  discussion. 
First,  is  ths  issus  of  fsssibility.   Csn  ths  U.S.  dssign  s  ssl^s 
progrss  which  sskss  sslss  both  sconosieslly  visbls  snd  slso 
sttrsctivs  to  tsnsntsT   Ths  British  public  housing  ssetor  is 
quits  diffsrsnt  in  physicsl  tsrss,  tsnsnt  cosposition,  snd  in  its 
shsrs  of  ths  nstionsl  housing  stock.   Thsss  sspsets  of  British 
public  housing  hsvs  hslpsd  to  rsndsr  ths  progrss  s  "succsss"  •• 
ssssursd  by  ths  nusbsr  of  sslss.   Ths  situstion  in  ths  U.S.  is 
quits  diffsrsnt,  snd  thus  fsssibility  is  sn  issus. 

Sscond  is  ths  qusstion  of  visbility  ss  s  bossownsrship 
progrss,  by  which  I  sssn  s  progrss  thst  confsrs  on  tsnsnt- 
purchsssrs  thoss  bsnsflts  bslisvsd  to  bs  clossly  sssocistsd  with 
bossownsrship:   sscurity  fros  svictlon,  sn  sbility  to  control  ths 
cost  snd  quslity  of  ons's  o%m  living  snvironssnt,  incsntivss  for 
sfficisnt  ssintsnsncs,  tsx  bsnsflts,  snd  ths  bsst  possibls  fors 
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o£  houAtthold  saving. 

Flnslly,  th«r«  i«  •  r«B«ining  qu««tion  of  •  larger  ordor. 
X«  •  «•!••  aeh***  p«rt  of  an  offort  to  forgo  m   fair  ond  off ieiont 
housing  ogonda  or  io  it  rothor  on  ottroetivoly  «nroppod  poekogo 
foeilitoting  •  furthor  eontroetion  of  tho  fodorol  connitnont 
to  oooiot  lo«»-incooo  pooploT 

Tho  British  oxporionco  with  tho  oolo  of  public  housing 
toochoo  uo  oonothing  about  all  throo  of  thooo  concorno. 

First,  lot  no  provido  s  littlo  background  on  British  public 
housing  and  sslos.   Britain's  housing  ssrkot  eurrontly  rof loots 
tho  govornsont's  historic  snd  sctivo  participation  in  this  aoctor 
of  tho  oconosy — a  rolo  which  goos  so  far  back  as  tho  osrly 
1900's.   This  intorvontion  has  takon  two  Ba3or  forms:   tho  first 
la  ront  control,  snd  tho  soeond  is  tho  public  provision  of 
housing,  principslly  by  locsl  councils  or  suthoritios.   (Monco, 
tho  Boro  coBson  uso  of  tho  torss  council  housing  or  locsl 
suthority  housing.)   In  19B0,  tho  yosr  tho  curront  sslos  policy 
wss  institutod,  34  por  cont  of  Britsin's  houooholds  rosidod  in 
council  housing,  anothor  13  porcont  livod  in  tho  privsto  rontsl 
soctor,  snd  soso  S3  porcont  ownod  thoir  hosos  or  fists.   Tho 
doclino  of  tho  privoto  rontsl  soctor,  which  hsd  sholtorod  95 
porcont  of  oil  houooholds  st  tho  boginning  of  tho  contury, 
rofloctod,  ssong  othor  things,  tho  dial neon tivas  sssocistod  with 
ront  controls  ss  «#oll  ss  tho  fsct  thst  council  housing  providod  s 
woll-pricod  snd  rolotivoly  sttrsctivo  sltornstivo  to  privoto 
rsnting.   Council  housing  wss  providod  not  3ust  for  tho  poor  but 
for  s  brood  rsngo  of  houooholds.   Thoro  is  no  incoso  oligibilty 
coiling  for  council  houoo  tonsncy.   (Although  thoro  is  no  soana- 
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t««ting  to  llv«  in  council  housing,  thoro  «ro  additional  nnnna- 
toatod  housing  robatoa  availablo  to  lo%#ar-incoBa  houaaholda  in 
all  aactora.) 

Although  tha  idaology  bahind  public  proviaion  nay 
hava  changad  froa  govarnaant  to  govarnaant,  avan  Conaarvativa 
govarnaanta  hava,  in  tha  paat,  aaphaaixad  public  proviaion  aa  m 
daairabla  and  affactiva  way  to  addraaa  houaing  ahortagaa, 
particularly  in  tha  poat-War  yaara. 

Council  houaa  aalaa  bagan  in  aarnaat  aftar  tha  paaaaga  of 
tha  Houaing  Act  of  I960,  which  introduead  two  iaportant  naw 
righta  crucial  to  an  aggraaaiva  aalaa  prograa:   tha  right  to  buy 
and  tha  right  to  a  aortgaga  froa  tha  local  authority.   Prior  to 
tha  paaaaga  of  thia  act,  aalaa  had  baan  paraittad  but  wara  at  tha 
diacration  of  tha  local  authority  and  aub3act  to  adainiatrativo 
approval  of  tha  cantral  govarnaant.   Local  author itiaa  had 
ganarally  not  baan  inclinad  to  aall,  ao  aalaa  had  baan  ralativoly 
inaignif leant  prior  to  1960.2 

In  I960  thara  «#ara  ovar  aix  Billion  unita  of  council  houaing 
in  Britian,  and  naarly  two-thirda  of  thaaa  wara  aithor  datoehod» 
aaai-datachad,  or  **tarracad'*  Crow  houaaa>  houaaa.   Many  of  thaaa 
unita  ara  of  good  quality  and  high  aaanity  and  not  iaolatod  in 
poorar  naighborhooda .   In  particular,  thay  of tan  hava  thalr  own 
gardan — a  highly  valuad  itaa  in  Britiah  lifa.   "Purpoaa-buiit 
f lata**  accountad  for  laaa  than  ona  third  of  tha  public  atock^ 
aany  of  thaaa  baing  in  «#alk-up  buildinga  of  thraa  or  four 
atoriaa.   Tha  lo%#ar  quality  portion  of  tha  public  atock  ia  to  bo 
found  aaong  tha  flata,  but  a  good  aany  flata  aro  of  a  high 
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Standard . 

Tha  ■•dian  ineoaa  of  council  houaa  tonanta  In  I960  %»aa  3aat 
ovar  70  parcant  of  tha  aadlan  for  all  houaaholda,  and  roughly  60 
parcant  of  tha  aadlan  for  oimar-occuplara.   Britain's  pooraat 
tananta  tand  to  raalda  not  In  council  houalng,  but  In  tha 
prlvata  rantal  aactor.   Tha  aadlan  Ineona  for  thla  aactor  la  SO 
parcant  of  tha  ovarall  aadlan.   Zn  tha  U.S.,  1979  H.U.O.  data 
Indleata  that  aadlan  Incoaa  for  public  houalng  oceupanta  «#aa 
undar  2S  parcant  of  tha  U.S.  aadlan. 

Slnea  I960,  ovar  S00,000  council  unlta  hava  baan  aold  to 
tananta  on  a  dlacountad  baala.   Tha  dlacounta  now  ranga  froa  33 
parcant  to  60  parcant  of  aatlaatad  aarkat  valua.  <Tha  I960 
Houalng  Act  allowad  for  a  aaxlaua  dlacount  of  SO  parcant;  In  1964 
It  waa  aaandad  to  allow  for  dlacounta  of  up  to  60  parcant.)   Tha 
longar  a  houaahold  haa  raaldad  In  tha  council  aactor,  tha  blggar 
la  tha  dlacount,  with  tha  60  parcant  dlacount  aval  labia  to 
tananta  who  hava  llvad  In  council  houalng  for  at  laaat  30  yaara. 
Salaa  to  data  hava  baan  akawad  toward  houaaholda  qualifying  for 
tha  hlghar  dlacounta. 3 

But  In  addition  to  tha  attractlva  "pull**  of  dlacountad 
prlcaa  <and  aoaa  analyata  hava  found  that  tha  aarkat  valuaa  to 
which  tha  dlacounta  ara  appllad  ara  undar aatlaatad),  council 
tananta  hava  alao  baan  ancouragad  or  "puahad**  Into  buying  bacauaa 
of  aharp  Incraaaaa  In  council  ranta.   Bat%#aan  I960  and  1964  tha 
avaraga  council  rant  aora  than  doublad,  froa  ^6. SO  to  naarly  -«:1S 
par  %#aak.4    <In  tha  U.S.  tha  phaaa-ln  of  tha  Incraaaad  tanant 
contribution  to  rant  froa  2S  parcant  to  dO  parcant  of  Incoaa 
would  hava  a  auch  allghtar  **puah**  affact  to«#ard  purchaaa.  If 
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«v«il«bl«  «•  an  option.) 

What  «r«  tho  eharactoriatiea  o£  tonsnta  itho  h«v«  purehaaad 
and  of  tho  units  sold 7  Only  four  poreont  of  unlta  sold  hav*  boon 
<i«ta«^  Whlla  tho  govornnont  la  not  monitoring  tha  dotal l«d 
charactarlatiea  of  aaloa  and  purchaaora,  avallabla  ovidoaeo 
Indieataa  that  tha  purchaaod  unlta  tond  to  bo  aaong  tho  highor 
quality  portion  of  tha  council  atock  and  that  tho  purchaaaro  ara 
froa  among  tho  bat tor  off  tananta.^ 

In  aua,  Britain' a  council  houalng  tonanta  ara  ralatlvttly 
«#all  off  coaparad  to  U.S.  public  houalng  tonanta,  and  tho  public 
houalng  atock  la  rolatlvoly  aaanabla  to  and  attractlva  aa  o«*nar- 
occupiad  houalng.   Subatantial  dlacounta  on  pricoa,  aa  «foll  aa 
upward  proaaura  on  council  ranta,  ho%#avar,  hava  baan  important 
factora  in  promoting  tho  high  volumo  of  aalaa. 

Bacauaa  U.S.  public  houalng  tananta  ara  ganarally  ralativaly 
pooror  than  thooa  in  Britain  and  bacauaa  tha  atock  la  not  aa  «#all 
aultad  to  individual  o«marahlp»  a  program  of  public  houalng  aalaa 
in  tha  U.S.  will  raqulra  graatar  aconomlc  Incontivaa  to  maka  It 
faaaibla  and  attractlva  for  ovan  battar  off  tonanta  to  buy.   Ha 
atart  out  with  a  public  houalng  atock  which  accounta  for  loaa 
than  1.5  parcant  of  occuplad  unlta.   Data  auggaat  that  parhapa  2 
par cant  of  unlta  ara  a ing la -family,  but  anothor  40  parcant  ara  Im 
duplaxaa  or  rowhouaaa.7  Tha  rowhouaaa  tand  not  ba  ba  aa  wall 
malntalnad  aa  tha  duplaxaa  and  alngla-famlly  homoa*  but  all  thaaa 
atructura  typaa  ara  battar  aultad  to  o%mar -occupancy  than  ara 
largar  acala  apartmant  complaxaa. 

H.U.D.  data  Indicata  that  ovar  91  parcant  of  public 
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houAing  t«a«iita  r^portad  inooa««  balow  SO  pareant  of  Badian 
ineoB*  tor   th«  mrmm   in  vhleh  thay  livad.   And  noat.  houaaholda 
lack  adaquata  Incoaa  to   oovar  currant  oparatiag  eoata  without 
aubaidy.   Mavarthalaaa,  an  analyaia  by  Morton  Sehuaahaia  o£  tha 
Congraaaioaal  Raaaareh  Sarvica  doaa  auggaat  that  it  nay  ba 
poaaibla  to  ooaa  up  with  a  aat  of  nuabara  which  aakaa  purchaaa 
faaaibla  for  a  larga  nuabar  of  tanaBta--if  purchaaa  pricaa  ara 
kapt  vary  low  and  if  it  ia  oeaaihla  to  bring  down  oparating  coata 
aignif icaatly  through  aodarnisation  of  unita  and  coat-aavinga 
baliavad  to  ba  aaaoclatad  with  hoaaownarahip.6   Tha  data  do  not 
allow  a  datailad  analyaia  of  faaaibility.   Charactariatica  of 
apaeific  unita  and  apacific  houaaholda  cannot  ba  aatehad.   Nor 
can  ona  ba  aura  about  potantial  coat  aavinga.   In  tha  H.U.O. 
daaonatration,  faaaibility  ia  proaotad  by  allowing  P.H.A.'a  to 
diacount  pricaa  alaoat  to  xaro  and  to  includa  in  tha 
dasonatratlon  tananta  whoaa  incoaaa  ara  now  abova  tha  incoaa- 
aligibility  calling  for  antry  into  public  houaing.9 

A  aalaa  prograa  of  a  aignif leant  proportion  ia  cartainly 
laaa  faaaibla  in  tha  U.S.  than  in  Britain.   Ho%#avar,  thia 
coneiuaion  by  itaalf  doaa  not  auggaat  that  public  houaing  aalaa 
which  banafit  a  aaall  group  of  low- incoaa  faailiaa  ia  not  a 
worthy  ob3activa.   But  what  ara  tha  proapacta  for  purchaaara  of 
public  houaing  raaping  tha  banaf ita  of  hoaaownarahip?   Tha 
Britiah  axparianca  ia  halpful  in  conaidaring  thia  iaaua. 

Moat  Britiah  purchaaara  could  afford  tha  <diacountad> 
purchaaa  prica  and  tha  oparating  coata  and  dabt  aarvica  on  thair 
naw  hoaaa.   Navar tha laaa,  thara  hava  baan  aoaa  problaaa  avidanoad 
in  Britain  which  auggaat  caution  in  daaigning  a  aalaa  achaaa — 
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••Pttcially  in  th*  U.S.,  wh^r*  public  housing  t«nant«  mrm 
9ttn«rally  elo««r  to  tho  •cononie  margin. 

Two  problana  havo  arison  with  roapoet  to  council  houaa 
aalaa.   Firat,  aoaa  unita  %#ara  not  in  good  rapair  whan 
thay  %#ara  purchaaad,  and  o%mara  ara  now  finding  that  thay  cannot 
afford  naintananca  coata.   Tha  problan  ia  important  anough  for 
tha  govarnmant  to  hava  racantly  conaidarad  a  aehama  of  giving 
additional  granta  (vary  amall  onaa,  howavar,  of  only  4:230 >  to 
purchaaara  who  found  thamaalvaa  in  auch  a  poaition.   Thara  ara 
two  raaaona  for  thia  problam.   Firat,  thara  waa  no  raquiramant. 
that  unita  ba  put  in  aound  condition  bafora  baing  aold.   Tha 
condition  of  tha  unit,  howavar,  ia  ganarally  raflaetad  in  tha 
markat  valuation,  an  affact  which,  togathar  with  ataap 
diaeounting  haa  allowad  tananta  with  mora  marginal  incomaa  to 
purchaaa.   Thua  tha  up-front  "diacount**  waa  aaductiva,  but  thara 
waa  no  proviaion  for  tha  conaaquancaa  if  tananta  %mrm   not  abla  to 
pradict  tha  potantial  pitfalla  bafora  than. 

A  problam  with  mortgaga  arraara  ia  alao  davaloping.   Data 
indicata  that  tha  mortgaga  dalinquancy  rata  for  council  houaa 
purchaaara  ia  mora  than  twica  tha  rata  for  mortgagor*  in 
ganaral.^O  Britiah  mortgagaa  ara  uaually  variabla  rata 
inatrumanta  ao  that  riaing  mortgaga  rataa  add  atrain  to 
all  houaaholda'  budgata  but  aapocially  to  council  houaa 
purchaaara  wheaa  incomaa  ara  lowar  than  thoaa  of  conventional 
firat-tima  buyara.   (Rataa  hava  vacillatad  quita  a  bit  during  tha 
pariod  1980-a5.>   Again,  tha  warning  ia  that  up-front  diaeouata 
may  aaduca  purchaaara  into  untanabla  longrun  poaitiona,  a 
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••Pttclally  familiar  to  this  Committal  givan  ita  conearn  «#ith 
adjuatabla  rata  aortgagaa. 

Tha  H.U.D.  daaonatration  guidalinaa  ara  not  inaanaitiva  to 
auch  problaaa:   thay  raquira  that  unita  put  up  for  aala  ba  in 
"aound  condition. "H   But  auch  languaga  doaa  not  guarantaa  that 
naintananca  problaaa  «#ill  not  ariaa.   Evan  if  tananta  can  covar 
oparating  coata  at  tiaa  of  purehaaa*  oparating  coata  may  riaa 
fmmfr   than  houaahold  incoaaa.   Racant  hiatory  ahould  prapara  ua 
for  thia.   Congraaa  paaaad  tha  Brooka  aaandaant  introducing 
public  houaing  oparating  aubaidiaa  in  1969  in  raaponaa  to  juat 
thia  problaa.   Tha  aroaion  of  incoaaa  ralativa  to  coata  continuad 
during  tha  inflationary  1970' a  and  haa  baan  tha  major  tiaaknaaa  in 
tha  ability  of  tha  privata  aactor  to  provida  adaquata  houaing  for 
low-incoaa  faailiaa.   And  givan  that  tha  aconomic  axpanaion  haa 
yat  to  ba  affactiva  in  halping  tha  nation' a  lo«#aat  ineoma 
faailiaa*  tha  problaa  of  incoaa  inadaquacy  ia  a  aarioua  ona — avan 
in  a  world  of  low  inflation. 

Tha  quaation  of  whathar  tha  purchaaa  of  public  houaing  will 
provida  a  valua'bla  form  of  aavinga  or  invaatmant  for  public 
houaing  tananta  ia  an  intaraating  ona,  but  it  ia  difficult  to 
•aaaaa  bacauaa  it  dapanda  not  only  on  tha  likalihood  that  thair 
hoaaa  will  grow  in  valua  at  laaat  aa  rapidly  aa  inflation  but 
alao  on  how  daaply  houma  pricaa  ara  diacountad  and  whathar 
housaholda  will  ba  ant it lad  to  raap  raaala  gaina. 

As  for  tax  banafita»  aoat  of  tha  houaaholda  who  might  buy 
thair  public  houaing  unita  %»ould  likaly  hava  littla  or  no  tax 
liability  and  tharafora  not  raap  tha  tax  banafita  aaaociatad  with 
tha  daductibility  of  mortgaga  intaraat»  aaauaing  thara  ia  a 
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Bort9«9«  involved  In  th«  ••1«.   But  Britain  ahowa  us  how  thi« 
could  bo  ronodlod.   Low-lncono  houooholdo  «#lth  no  tax  llobllitr 
•ro  Ohio  to  rocolvo  o  Mortgogo  ouboldy  «#hleh  la  tho  oqulvalont  of 
tho  tax  rollof  glvon  to  a  boaa-rato  taxpoyar  (ono  at  tho  lo%»oat 
Marginal  brackat»  which*  In  Britain*  la  30  porcont.)   About 
ona-thlrd  of  council  houaa  purchaaara  borrowing  from  building 
aoclatiaa  (tha  aquivalant  of  aavlnga  and  loan  inatitutiona)  havo 
takan  advantaga  of  thla  opportunity. ^ 2  Thia  la  liko  a  rofundablo 
tax  cradlt.   It  la  aoaathlng  that  could  ba  dona  to  proaoto  low- 
Incoaa  hoaaownarahlp  qulta  Indapandant  of  a  public  houaing  OMMrahip 
prograa  (and  a  variant  could  avan  ba  daalgnod  to  aaalat  low- 
Incoaa  rantara). 

What  ara  tha  atrong  polnta  in  tha  Brltlah  aoaaagat  A  good 
atock  and  non-poor  tananta  producod  a  auccaaaful  aalao  prograa. 
Thla  la  buttraaaad  by  tha  puah  of  rlalng  ranta  and  alao  by  tha 
racognltlon  that  a  council  houaa  can  ba  a  good  Invaataant*  givan 
tha  ganaral  acarclty  of  rantal  opportunltlaa  in  both  tha  public 
and  tha  prlvata  aactora.    But  on  tha  nagativa  aida*  problaaa 
with  aortgaga  mrrmmr^   and  with  Inadaquata  Ineoao  to  copa  with 
unforaaaan  aaintananca  problaaa  hava  croppad  up*  and  it  la  not 
claar  how  tha  govarnaant  and  landara  (local  authorltiaa  and 
building  aoclatiaa)  will  accoaodata  thaaa  problaaa.   But  claarly. 
an  inability  to  aaka  payaanta  could  raault  in  a  aarioua  Kouaing 
pradicaaant  avan  if  tha  faaily  can  aall  Ita  unit  to  pay  off  ita 
indabtadnaaa. 

Wa  can  concluda  than  that  public  houaing  aalaa  aay  ba 
faaalbla*  but  %#a  auat  daalgn  any  auch  prograa  to  protact  tanaata 
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•o  that  thay  r««p  iMnafita  from  th«  doBonatration  and  do  not  and 
up  «#ith  houalng  thay  can't  afford  to  maintain  or  aortgagaa  thay 
can't  afford  to  pay — «#hlch  could  aaan  tha  loaa  of  thair  hoaas. 
Claarly*  additional  raaoureaa  nuat  ba  coaaittad  to  an  o«#narahip 
program  to  maka  it  «#ork« 

And  thia  bringa  ma  to  my  third  and  final  concarn.   Having 
addraaaad  tha  quaationa  of  tha  faaaibility  of  public  houaing 
aalaa  and  whathar  it  «#ill  eonfar  tha  banafita  of  homao«#narahip  on 
purchaaara   (tha  ana%#ar  to  aaeh  of  thaaa  ia  a  dafinita  **mayba**), 
lat  ma  now  try  to  broadan  tha  focua  and  plaea  public  houaing 
aalaa  in  tha  contaxt  of  ovarall  houaing  policy. 

Firat»  a  look  at  Britain:   Tha  right-to-buy  program  waa  not 
carafully  daaignad  to  prapara  tananta  for  homaovnarahip. 
■oraovar,  tha  govarnmant  haa  dona  littla  to  monitor  tha  af facta 
of  ita  policy  apart  from  maaauring  and  promoting  tha  voluma  of 
aalaa.   Salaa  hava  baan  promotad  by  forcing  up  council  ranta. 
And  at  tha  aama  tima  that  aubaidiaa  to  lo«#ar  incoma  rantara  ara 
baing  raducad»  tax  banafita  to  o%mar-occupiara  hava  actually  baan 
incraaaad.l3  Tha  ovarall  policy  contaxt  ia  ona  which  raiaaa 
aoma  quaation  about  tha  undarlying  purpoaa  of  tha  aala  of 
council  houaing. 

If  tha  U.S.  naada  a  damonatration  of  lot#-ineoma 
homaownarahip  for  public  houaing  tananta — and  cartainly  that  ia 
prafarabla  to  a  full-blo«#n  program--,  why  do  %#a  damonatrata  on  a 
public  houaing  atock  that  ia  alraady  a  acarca  aocial  raaourca? 
If  tha  Adminiatration  haa  any  raal  commitmant  to  low-incoma 
homaownarahip,  thara  mrm   othar  modal a  that  ought  to  bo  conaidarad 
bafora  turning  to  tha  public  houaing  atock.   For  inatanca  Pro3act 
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Ro»«  in  !!•%»  York  City  has  sold  unita  of  F.H.A.-foroelosMl  houaing 
to  public  houaing  tonanta.   Tbia  baa  fraad  up  otbar  public 
bouaing  unita  fbr  faailiaa  on  an  anoraoualy  long  %»aiting  liat. 

A   carafully  plannad  hoaao^narabip  aebana  will  raquira 
bringing  down  aaintananca  coata  tbrougb  aodarnisation  and 
additional  ravanuaa  to  addraaa  potential  problana  oaca  taaanta 
bacoaa  boaaownara.   A  boaaownarabip  acbaaa  uaing  tba  public  atoek 
would  not  only  pravant  tbaaa  unita  froa  aarving  otbar  low-Ancona 
faailiaa  at  aoaa  futura  data  but  could  alao  drain  off  fund«  froa 
tba  abr inking  alica  of  tba  fadaral  budgatary  pia  going  to  lew- 
ineoaa  bouaing.   Yat  ailliona  of  otbar  low-inoona  bouaabolda 
cannot  afford  dacant  bouaing  and  a  growing  nuabar  find  tbaaaelvaa 
witb  no  placa  to  liva.   Uaing  acarca  public  bouaing  unita  to 
craata  a  boaaownarabip  prograa  for  a  aaall  nuabar  of  bouaabolda 
«#ould  ba  daairabla  if  it  %mrm   in  tba  contaxt  of  axpanding 
opportunitiaa  for  low-ineoaa  faailiaa.   But  tba  contaxt  la  ona  of 
contracting  raaourcaa  for  aueb  naada,  at  tba  aaaa  tiaa  tbat  non- 
poor  boaaownara  eontinua  to  racaiva  favorad  traataant  tbrough  tba 
tax  coda  and  in  tax  rafora  propoaala.   In  tbia  contaxt  tba  aala 
of  public  bouaing  looka  laaa  lika  a  prograa  to  axpand  low- ineoaa 
bouaing  opportunitiaa  and  aora  lika  a  %#all-packagad  part  of  tba 
Adainiatration'a  atratogy  to  bow  out  of  ita  raaponaibility  to 
low- ineoaa  bouaabolda. 
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■ot«« 


1.  Mora  than  200*000  units  o£  public  housing  hsvs  b««n  sold  sines 
1980  in  addition  to  thsss  right-to-buy  sslss.   CDspsrtssnt  of  ths 
Environnsnt,  Hsr  Msjssty's  Govsrn»snt.) 

2.  During  ths  yssrs  o£  ths  1970's,  sslss  of  council  housing 
vscillstsd  bst«#ssn  s  low  of  2,600  units  snd  s  high  of  46,000. 

3.  Discounts  bslow  ssrkst  vslus  srs  rsquirsd  to  indues  s  tsnsnt 
who  is  psying  s  bslow-ssrkst  rsnt  to  buy  s  unit,  but  ths 
discounts  incorporstsd  in  ths  right-to-buy  progrsn  srs  gsnsrslly 
consldsrsd  to  bs  signif icsntly  dsspsr  thsn  ths  implicit  rsnt 
subsidiss  to  tsnsnts,  sspsclslly  ss  council  rsnts  hsvs  bssn 
rising  rspldly  sines  I960. 

4.  Thsss  rsnt  incrsssss  %#srs  ths  rssult  of  s  nsw  nsthod  of 
cslculsting  ths  amount  of  grsnts  f roa  csntrsl  govsrnnsnt  to  loesl 
gov*rnHsnt    Un^sr  «  schsms  dssignsd  to  tlghtsn  control  ovsr 
local  govsrnasnt  apsndlng   a  syatsa  of  rscosasndsd  rsnt  incrsssss 
and  funding  psnsltiss  hsvs  b«*n  :)ointly  Introducsd  which 
sffsctlvsly  prsssurs  locsl  govarnaanta  to  raduca  ths  snount  of 
sonsy  thsy  raias  through  "rataa'*  (propsrty  tsxss>  snd  to  inerssss 
ths  saount  thsy  ehsrgs  to  council  tsnsnts. 

5.  Thsss  srs  sctuslly  Issssd  to  tsnsnts  for  vsry  long 
psriods.   Ths  locsl  suthority  rsssins  rssponsibls  for  csrrying 
out  rspsirs,  but  ths  tsnsnt/o%msr  is  finsncislly  rssponsibls. 

6.  Various  studiss  by  raaaarchsra  outsids  of  govsrnnsnt  havs 
indicatsd  thsss  rssulta    Saa  far  axaapla^  Rsy  Forraat  and  ALan 
Muria*  **Right  To  Buy?"  WorkLng  Papar  No   39,  School  for  Advancad 
Urban  Studiaa,  Bristol  Unl varsity   1964^  and  J.  Sswsl,  F.  Twins 
snd  N.  Wllllsas,  **Ths  Ssls  of  Council  Housss:   Sons  Eaplrlcal 
Evidanes,**   Urban  Studism.  Novsnbsr  1964. 

To  dsts  ths  govsrnnsnt  hss  dons  littls  monitoring  spsrt  from 
kssping  track  of  tha  voluma  of  aalss. 

7.  Morton  Schusshalm,  **8alling  Council  Houaing  to  Tananta:   How 
Faaaibla?**  Congrassional  Raaaarch  Ssrvles,  Dscsmbsr  14,  1964, 

p.  11. 

6.   Ibid. 

9.  Fsdaral  Raaistar,  Vol.  49,  No.  206,  Octobar  25,  1964,  pp. 
43026-43034.  Guidalinas  stata  that  HUD  can  approva  any  sslss 
pries  ** — svsn  for  a  lowaat  possibls  nomlnsl  pries.** 

10.  Unpublishsd  data  providad  by  ths  Dspsrtmsnt  of  ths 
Environasnt  of  Hsr  Maaaaty's  Covarna«nt  Indicsts  s  six-month 
dsllnquancy  rats  of  .4  psresnt  for  convsntionai  purchaaara  with 
losns  from  building  soclstlss  (ths  British  aquivalant  of  aavlngs 
and  loan  inatitutions)  and  of  1.4  psresnt  for  council  houss 
purchsssrs  borrowing  from  locsl  suthoritlaa  or  building 
soclstlss.   0ns  msjor  rssson  for  ths  diffsrsnes  is  thst  local 
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•ut.liorlt.l«m  havtt  hmmn   r^qulrsd  to  mmkm   loans  uoing  Boro  lonioat. 
londlng  erltorio,  although  thoir  aortgogoo  ara  not  aubaidisad 
ara  now  actually  aoaawhat  mora  coat^y  than  thoaa  of  building 
aoeiatiaa.   Houaaholda  can  qualify  for  local  authority  nortgagaa 
to  «#hieh  aach  purehaaing  houaahold  han  a  "right***  nora  aaaily 
than  for  traditional  building  aociaty  nortgagaa  bacauaa  tba  loea, 
authority  ia  raquirad  to  count  tha  incoaaa  of  up  to  four 
houaahold  aarnara.   Problaaa  hava  ariaan  %»han 
out  of  tha  purchaaad  hona,  radueing  tha 

naabara'  ability  to  covar  thair  houaing  coata.  <**lfhan  Owning 
Bacoaaa  a  Nightnara,**  Bfifil#  Novanbar/Daeanbar  19S3*  p.  23.  > 


11.  Tha  guidalinaa  alao  rmqMirm   that  **all  unita  for  aala 
tha  danonatration  nuat  ba  in  aound  phyaieal  condition  or 
currant ly  in  tha  proeaaa  of  baing  rahabilitatad  with  approvad 
nodarnization  funda  with  a  viabla  plan  praaantad  to  bring  thas 
into  aound  phyaieal  condition  bafora  aala.**  CFadaral  Raai^tag^ 
on.  eit.,  p.  43030.) 

12.  B3A  Bullatin.  No.  34,  April  1963. 

13.  In  Britain »  nortgaga  intaraat  tax  raliaf  ia  cappad  in  tftna 
of  a  naxinun  nortgaga  valua.  Tha  Conaarvativa  govarnnant  choaa  to 
incraaaa  tha  nortgaga  cap. 
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Chairman  Gonzalez.  Our  next  witness  is  Stuart  M.  Butler,  direc- 
tor of  domestic  policy  studies,  The  Heritage  Foundation,  Washing- 
ton, DC. 

STATEMENT  OF  STUART  M.  BUTLER,  DIRECTOR  OF  DOMESTIC 
POLICY  STUDIES,  THE  HERITAGE  FOUNDATION,  WASHINGTON, 
DC 

Mr.  Stuart.  Thank  you  very  much,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  address  this  very  important  sub- 
ject. What  I  intend  to  do  in  my  testimony  before  you  is  to  accom- 
plish two  tasks. 

One  is  to  try  to  stcuid  back  and  really  look  from  a  distance,  possi- 
bly as  Dr.  Hartman  did,  as  to  what  broad  role  of  Federal  Govern- 
ment should  be  in  the  whole  area  of  housing. 

Second,  I  have  provided  an  attachment  which  is  also  an  analysis 
of  the  British  proposal  which  I  am  also  familiar  witib.  Incidentally, 
I  would  add  I  don  t  find  many  disagreements  at  all,  certainly  not  in 
the  facts  to  that  that  was  just  put  forward  by  Professor  Roistacher. 

It  does  seem  this  is  a  particularly  good  opportunity  to  look  at  the 
whole  role  of  the  Federal  Government  in  housing.  Obviously,  when 
one  has  an  administration  b€^[inning  its  second  term,  when  one  has 
a  budget  deficit  crisis  in  this  country,  it  is  even  more  crucial  to 
look  at  what  overall  role  of  the  Federal  Government  should  be  in 
the  area  of  housing. 

That  is  what  I  would  like  to  start  by  examining,  before  I  look  at 
the  British  proposal  in  some  depth. 

I  think  we  must  ask  ourselves  what  is  the  broad  role  the  Federal 
Government  has.  It  seems  to  me  if  there  is  one  statement  that 
would  capture  it  all  it  is  to  ensure  that  the  population  is  adequate- 
ly housed. 

It  is  not,  on  the  other  hand,  to  ensure  that  the  richer  members  of 
society  become  richer,  nor  is  it,  nor  should  it  be  designed  to  ensure 
the  Federal  Government  takes  the  role  of  constructing  housing. 

The  bottom  line  must  be  how  do  we  ensure  people  are  adequately 
housed.  The  role  should  follow  from  that  and  not  be  a  purpose  in 
itself. 

I  think  in  so  doing  one  should  recognize  the  housing  market  is  a 
functioning  market  and  housing  is  what  one  would  call  a  private 
good,  a  commodity  for  which  a  market  does  exist,  for  which  buyers 
and  sellers  trade  and  which  they  can  rent  and  lease. 

There  is  not  anything  fundamentally  different  between  the  hous- 
ing market  and  most  other  markets.  In  that  regard  I  would  dis- 
agree veiy  strongly  with  Dr.  Hartman's  analysis  of  the  appropri- 
ateness of  the  market  in  housing.  The  basic  problem  is  that  hous- 
ing is  a  market  where  there  are  s^pnents  of  the  community  that 
can't  obtain  adequate  levels  of  housing  within  that  market.  There- 
fore the  proper  role  of  the  Federal  Government  should  be  to  find 
ways  of  enabling  those  lower  income  and  rather  special  cases  in  so- 
ciety to  enter  the  market  to  obtain  adequate  housing  for  their  re- 
sources. 

This  suggests  really  three  approaches  the  Federal  Government 
should  take.  First,  that  it  should  look  at  ways  of  providing  means 
and  resources  to  individuals  so  that  they  may  enter  housing  mar- 


Digitized  by  VjOOQIC 


3038 


kets,  possibly  even  as  buyers.  That  suggests  to  me  the  idea  of 
vouchers  should  be  a  very  fundamental  part  in  the  Government's 
approach  to  housing  needs. 

Through  a  voucher  program  one  is  in  a  sense  immediately  pro- 
viding individuals  with  the  means  to  enter  the  market  like  any- 
body else.  They  become  consumers  like  anybody  else.  They  have 
the  power  that  consumers  have  to  negotiate  and  to  choose.  They 
are  not  put  in  particular  places  where  the  Government  decides  to 

f)rovide  them  with  housing,  nor  are  they  dependent  upon  specific 
andlords  who  fit  into  particular  Government  programs. 

So  vouchers,  I  would  argue,  empower  low-income  people  to  be 
able  to  operate  as  anybody  in  the  private  market  to  obtain  the 
housing  they  need. 

On  the  other  hand,  it  is  not  the  appropriate  role  of  Government 
to  be  primarily  involved  in  the  construction  of  those  housing  units. 
When  it  does  then  we  have  all  kinds  of  problems  associated  with 
cost  and  decisions  about  where  these  particular  units  should  be 
sited  and  so  forth.  An  expanded  voucher  program  would  enable  the 
market  to  operate  to  the  benefit  of  people. 

The  second  element  of  a  Federal  strategy  that  flows  from  the 
original  point  I  made  is  that  there  should  be  a  more  effective  use  of 
the  Tax  Code  in  encouraging  low-income  ownership. 

At  the  moment  we  have  an  unlimited  deduction  for  mortaage  in- 
terest, which  channels  most  assistance  to  the  segments  of  society 
that  needs  least  assistcmce. 

I  would  argue  in  favor  of  an  elimination  of  the  deduction.  The 
administration  has  proposed  capping  it  in  its  tax  reform  measures 
through  the  elimination  of  the  deduction  for  a  second  home.  I 
would  also  argue  there  should  be  a  cap  on  the  mortgage  deduction 
for  all  homeowners. 

I  think  one  should  combine  that  with  the  feature  of  the  British 
method  that  has  been  mentioned  effectively  to  allow  a  refundable 
tax  deduction  for  low-income  people,  to  give  them  the  true  benefits 
that  were  intended  by  the  tcm:  deduction.  One  would  then  have  a 
tax  treatment  of  mortgage  deductions  that  would  actually  target 
most  assistance  to  those  who  need  it  most,  rather  than  the  present 
system  of  most  assistance  to  those  who  need  it  least. 

So  I  would  certainly  argue  that  this  committee  should  look  very 
hard  at  the  mortgage  interest  deduction  and  move  in  the  direction 
that  I  suggest. 

The  third  element,  flowing  from  this  view  of  the  broad  apjiroech 
of  the  Federal  Government,  is  to  look  at  encouraging  low-mcome 
buyers  to  purchase  existing  public  housii^  units,  and  also  general- 
ly to  encourage  tenant  management  associations. 

As  I  mentioned  I  have  provided  a  paper  on  the  United  Kingdom 
experience.  Within  that  paper  I  have  suggested  a  modification, 
bearing  in  mind  many  of  the  points  made  earlier  about  the  reality 
of  the  British  situation,  for  a  form  of  low-income  purchase  program 
for  public  housing  tenants  in  this  country. 

I  suggest  that  such  a  program  should  center  on  the  successful 
tenant  management  associations  existing  in  the  United  States. 
Rather  than  seeing  a  purchasing  program  as  an  individual  pro- 
fpcam  for  an  individual  buyer,  as  is  the  case  in  Britain,  one  should 
instead  see  the  privatization  of  public  housing  in  this  country  as  a 
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way  of  moving  the  control  of  public  housing  and  those  units  to 
community  based  organizations  comprised  of  tenants  within  the 
projects. 

I  see  the  idea  of  selling  public  housing  to  low-income  tenants  in 
this  country  as  a  way  of  actually  modifying  the  way  in  which  low- 
income  housing  is  provided,  so  that  one  moves  away  from  Federal- 
and  Statensupported  housing,  to  a  s^tem  which  it  is  administered 
through  management  organizations  in  the  form  of  different  types 
of  arrangements,  such  as  cooperatives,  where  the  tenants  them- 
selves are  the  stockholders,  and  decide  as  to  how  the  units  are  pro- 
vided and  to  whom. 

So,  I  believe  that  there  is  a  very  important  distinction  between 
the  method  being  used  in  Britain  to  transfer  ownership  and  the 
method  I  si^^ested,  and  I  understand  Congressman  Kemp  is  sug- 
gesting this  in  his  legislation. 

You  have  already  met  with  Kimi  Grav  and  her  people  at  Kenil- 
worth  Courts  in  the  District,  and  theretore  have  seen  some  of  the 
remarkable  successes  tenant  managers  can  bring  in  terms  of  lower- 
ing costs.  Some  of  the  difficulties  that  have  been  associated  with 
home  ownership  by  low-income  people  in  this  country  might  be 
mitigated  by  the  drastic  reductions  in  costs  that  have  been 
achieved  through  tenant  management  associations. 

In  the  case  of  Kenilworth  Courts,  studies  done  at  AEI  show 
maintenance  costs  dropped  by  over  a  quarter  and  administrative 
costs  dropped  bv  almost  two  thirds.  Such  dramatic  reductions  in 
costs  woidd  enable  a  very  wide  cross  section  of  public  housing  ten- 
ants to  become  owners  under  that  type  of  arrangement. 

I  think  there  were  a  couple  of  things  to  bear  in  mind  in  looking 
at  American  versions  of  the  British  proposal.  The  intermediate  po- 
sition of  utilizing  tenant  management  associations  as  a  precursor 
to  a  resident  co-op  is  a  very  important  element  to  bear  in  mind  and 
I  think  should  be  at  the  basis  of  any  discussion  of  any  move  to- 
wards tenant  ownership  of  public  housing.  The  experiment  that  is 
about  to  be  undertaken  by  me  administration,  to  examine  the  pos- 
sibilities of  ownership,  are  based  on  certain  management  associa- 
tions. They  should  be  looked  at  carefully  and  encouraged  by  the 
subcommittee. 

Also  one  should  be  realistic  about  the  attitude  of  PHA's  in  this 
type  of  matter.  If  one  looks  where  control  lies  right  now  it  is  clear- 
ly questionable  whether  it  is  in  the  interest  of  PHA's  as  managers 
to  allow  control  to  slip  from  their  hands  into  those  of  the  tenants 
themselves,  and  so  I  am  not  surprised  that  many  PHA's  have  a 
rather  defensive  attitude  toward  the  idea  of  privatization  of  public 
housing. 

One  should  always  bear  that  in  mind  and  therefore  at  least  con- 
sider the  right-to-buy  aspect  which  puts  the  decision  in  the  hands 
of  the  residents  and  not  in  the  hsmds  of  the  housing  authority. 
Giving  tenants  the  rights  to  buy  is  a  very  important  element  of  the 
British  proposal  that  should  form  a  part  of  any  operational  pro- 
gram in  this  country. 

In  addition,  some  of  the  figures  and  data  that  are  now  available, 
including  the  Congressional  Research  Service  study  mentioned  ear- 
lier, ought  to  be  borne  in  mind.  We  are  talking  about  quite  a  large 
segment  of  the  existing  population  in  public  housing  that  could  be 
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eligible  for  ownership  under  the  kinds  of  proposals  put  foward  by 
myself  and  in  legislative  form  by  Congressman  Kemp.  The  Con- 
grc»Bsional  Research  Service  suggested  that  of  the  nonelderly  popu- 
lation given  the  kinds  of  discounts  under  discussion  that  as  many 
as  30  percent  of  existing  public  housing  tenants  could  afford  to  pur- 
chase under  the  terms  being  discussed. 

I  would  like  to  end  by  making  a  couple  of  remarks  about  some  of 
the  issues  that  have  been  raised  in  argument  against  this  idea  ci 
privitization  of  public  housing 

The  difference  between  the  stock  in  this  country  and  the  income 
levels  and  those  in  Britain  are  quite  correct.  But  it  should  also  be 
remembered,  as  was  mentioned,  that  in  Britain  public  housing  has 
really  been  effectively  a  social  housing  service.  Almost  a  thml  ci 
the  entire  population  live  in  public  housing  and  one  of  the  pur^ 
poses  of  the  legislation  in  Britain  was  to  begm  to  concentrate  those 
public  sector  resources  through  lower  income  people  in  the  commu- 
nity and  not  the  blue  collar,  and  in  some  cases  middle  class,  popu- 
lation. 

That  is  one  reason  why  you  find  that  the  sales  in  Britain  are 
concentrated  on  the  upper  level.  That  was  an  intended  effect  to 
move  those  people  out  of  the  public  sector  into  the  private  sector 
where  they  properly  belong. 

Also  another  objection  that  has  been  brought  up,  and  ouffht  to  be 
considered  very  carefully,  is  the  impact  of  sales  from  public  hous- 
ing in  this  country  on  the  general  stock.  I  think  this  is  a  much 
more  complicated  question  that  is  often  suggested. 

When  you  move  a  unit  from  the  public  sector  to  the  private 
sector,  that  may  have  a  lot  of  implications — not  just  simply  remov- 
ing a  rental  unit.  For  instance,  I  suggested  that  the  proporad  on 
this  side  of  the  Atlantic  should  go  through  the  form  of  tenant  man- 
agement associations.  One  of  the  implications  of  that  has  been  to 
stablize  entire  communities — to  stabilize  the  housing  stock  within 
them. 

By  entrenching  ownership  through  the  associations  one  may  well 
have  the  effect  of  so  affecting  the  social  conditions  within  these 

E rejects  that  the  deterioration  of  the  existing  rental  stock  may  well 
e  significantly  reduced. 

In  the  case  of  Kenilworth,  of  course,  as  I  am  sure  you  know,  the 
impact  of  their  efforts  on  reducing  crime  within  the  area,  problems 
of  oroken  families  and  so  forth  has  been  really  quite  oramatic. 
That  could  well  translate  with  an  ownership  program  into  a  stabli- 
zation  of  those  units  that  remain  in  the  rental  sector. 

The  scde  of  units  may  thus  have  the  effect  of  stabilizing  the 
rental  stock  that  is  not  sold  in  the  same  community.  So  we  may 
well  find  that  you  can  have  your  cake  and  eat  it,  so  to  speak.  You 
may  have  sales  taking  place  with  the  result  that  the  entire  stock  of 
housing  in  the  area  is  stablized  and  improved. 

And  therefore,  the  community  as  a  whole  finds  better  housing 
available.  In  conclusion  I  would  say  that  the  esroerience  of  privat- 
ization of  public  housing  on  both  sides  of  the  Atlantic  is  extremely 
interesting  in  the  sense  of  the  implications  of  it  in  tenns  of  its  sta- 
bility it  provides  to  the  community,  and  the  effect  it  has  on  all  the 
rental  stock  within  the  community,  the  implications  it  has  for  im- 
provement within  the  communities  social  structure. 
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So  it  may  well  be  a  way  of  bringing  about  the  quite  significant 
improvements  in  neighborhoods.  And  I  would  say  just  as  a  final 
point  that  this  whole  approach  of  examining  home  ownership 
among  these  public  housing  projects  fits  in  with  the  general  point 
that  I  made  at  the  very  bi^nning — that  it  is  the  purpose  of  the 
Federal  Government,  in  my  opinion,  to  look  at  ways  of  providing 
people  with  a  means  to  enter  a  private  market  and  not  to  see  itself 
as  a  development  vehicle. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you,  Mr.  Butler. 

[Mr.  Butler's  prepared  statement  follows:] 
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My  name  is  Stuart  Butler.  I  am  Director  of  Domestic  Policy 
Studies  at  Die  Heritage  Foundation.  Die  following  points  represent  my 
personal  views  on  the  issue  of  housing,  and  should  not  be  construed  as 
representing  the  position  of  Itie  Heritage  Foundation  or  any  other 
organization. 

Before  considering  the  design  of  federal  programs  on  housing,  one 
mist  surely  ask  oneself  the  simple  question  -  '*Why  should  government 
be  involved  at  all  in  the  provision  of  housing?"  Certednly  it  would 
be  difficult  to  justify  federal  activity  by  arguing  that  housing 
constitutes  some  kind  of  national  public  good  that  can  only  be 
provided  through  a  national  gDvemment  taking  due  regard  of  the 
national  interest.  Housing  units  are  a  private  good.  Implying 
individual  purchases  or  rentals  for  which  an  orderly  and  effective 
private  market  exists.  True,  there  are  external  benefits  associated 
with  stable,  well-housed  connunities,  but  these  would  be  forthcoming 
from  the  private  market  —  they  do  not  require  federal  action. 

Ttie  justification  for  federal  action  thus  stems  not  from  any 
public  good  aspect  of  housing  as  such,  but  from  the  goverrmient 's 
obligation  to  ensure  that  all  citizens  can  obtain  the  basic 
necessities  —  including  food,  clothing  and  shelter  —  up  to  a 
standard  deemed  acceptable  by  society.  Hence,  if  an  effective  market 
exists  in  housing,  the  af^oach  of  government  should  be  to  ensure  that 
low  income  members  of  society  can  enter  that  market  to  secure  adequate 
housing. .  It  should  not  see  its  duty,  en  the  other  hand,  as  providing 
that  housing  as  such. 

What  does  this  suggest  for  policy?  A  number  of  points  that 
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should  guide  the  foznulation  of  housing  policy  by  the  OGngress. 
1)  C3onqress  should  seek  the  most  efficient  means  of  providing  low 
inooms  AmBricans  with  the  means  to  gddn  aooess  to  the  rental  housing 
market. 

Either  permitting  or  encouraging  local  rent  control  is  not  the 
v/ay  to  accoiplish  this  goal.  Price  controls  induce  shortages  and  dry 
up  the  very  market  govemnent  is  seeking  to  make  more  available.  When 
controls  are  placed  en  rents,  landlords  have  the  incentive  to  take 
units  cut  of  the  rental  mEurket.  Moreover,  in  the  limited  market,  it 
is  the  rich  and  pGMerful  vibo  can  best  obtain  units,  and  not  the  poor 
and  weak.  Itie  federal  govemnent,  therefore,  should  discourage  rent 
controls  by  cities  —  perhaps  by  linking  housing  assistance  to  a  clear 
local   ccnmitment  to  decontrol. 

On  the  positive  side,  and  despite  the  Adninistration 's  apparent 
about  face  en  the  prcposal.  Congress  should  move  forward  with  a 
ctxrprehensive  system  of  housing  vouchers  to  replace  all  other 
programs,  including  public  housing,  currently  designed  to  make  units 
avcdlable  to  low  inocne  people.  To  redix:e  the  possibilities  of  aadti  a 
program  becoming  an  uncontrollable  entitlement,  the  voucher  program 
should  take  the  form  of  a  block  grant  to  states,  with  broad 
eligibility  guidelines.  The  grants  should  be  based  on  measured  need 
and  local  housing  conditions,  but  the  states  would  be  permitted  to 
specify  eligibility  criteria,  and  even  supplement  funds  for  the 
program  out  of  their  own  resources.  Such  a  program  would  provide 
adequate  means  for  decent  shelter,  increeise  price  consciousness  among 
both  tenants  and  landlords  (since  at  the  meurgin,  the  tenant  would  be 
paying  rent  entirely  fran  his  own  income),  and  avoid  the  costly 
problems  eissociated  with  current  programs  sucdi  as  Section  8  and  public 
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housing. 

2)  Ocxigress  should  reduoe  horoecwner  subsidieB  to  high-inopne 
Anericans. 

Assuming  that  the  federal  govemnent  has  a  duty  to  encourage 
honecwnership  (a  duty  whose  basis  has  never  been  clear  to  me)  there 
%ffxild  seem  to  be  reeison  why  it  should  have  to  exercise  this  duty 
without  limit  —  despite  the  argunnents  of  the  housing  industry.  Ttie 
present  system  of  mortgage  deductions  is  indefensible.  Ihe 
progressive  tax  system  means  that  richer  Americans  obtain  the  most 
help  to  beccroe  hcmeowners,  and  the  more  expensive  the  property  the 
greater  the  assistance  to  the  buyer.  Moreover,  there  is  every  reason 
to  believe  that  the  reduction  in  the  effective  rate  of  mortgage 
interest  brought  about  by  the  deduction  is  merely  capitalized  into 
higher  housing  prices  —  witness  the  sensitivity  of  prioes  in  recent 
years  to  changes  in  interest  rates. 

At  the  very  least,  there  should  be  a  cap  on  the  mortgage  interest 
deduction,  with  a  view  to  the  eventual  ending  of  the  allowance.  If 
that  were  to  occur,  housing  prioes  would  fall,  and  the  current 
imbalance  in  favor  of  housing  over  other  forms  of  investment  and 
consumption  would  be  corrected. 

3)  Congress  should  encourage  tenant  management  and  tenant  ownership 
of  public  housing. 

If  the  country  moves  towards  a  voucher  system,  or  some  similar 
system,  to  allow  low-income  Americans  to  obtain  adequate  rental 
housing,  the  future  of  existing  public  housing  most  also  be 
considered. 

At  the  moment  su<^  projects  are  generally  characterized  by  poor 
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nanagonent,  social  problems,  and  oostly  subsidies.  l\io  aR^enies  should 
be  explored  to  ameliorate  these  deficiencies.   First,  tiie  • 
of  tenant  nanageroent  should  be  examined  carefully  and  a 
effort  undertaken  to  pronote  such  innovative  foms  at  management*  ^ 
real  decisionnaking  is  transferred  to  tenants,  and  if  training  is 
provided,  tenemt  management  has  ahom  itself  to  be  an  excellent 
vehicle  to  bring  down  operating  costs,  stabilize  the  ocmuiity,  and  to 
act  as  a  catalyst  for  oGmmsiity  approaches  to  solving  local  problems. 

Second,  Congress  should  take  the  lead  fron  the  Actaiinistration  and 
evaluate  the  potential  for  tenant  OMnership  of  public  housing.  The 
attac^ied  paper  on  the  subject  examines  the  British  experience  and  lays 
out  proposals  for  the  Uhited  States.  A  program  of  this  kind  would 
entrench  and  deepen  the  beneficial  effects  accruing  from  tenant 
nanagement,  and  it  would  nake  ownership  a  possibility  for  even  very 
low  inccroe  Americans. 

Mr.  Chadrman,  I  hope  these  observations  help  to  focus  the 
subccnmittee 's  attention  en  what  I  believe  to  be  the  fundamaitals  of 
the  federal  role  in  housing. 
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PUBLIC  HOUSING: 
FROM  TENANTS  TO  HOMEOWNERS 


INTRODUCTION 

Public  housing  projects  in  the  United  States  have  come  to 
epitomize  urban  blight.  While  this  view  is  exaggerated,  it  is 
nevertheless  true  that  public  housing  represents  one  of  the  great 
ironies  of  federal  intervention.  When  the  program  began  in  the 
1930s,  the  assumption  was  that  the  projects  would  help  ameliorate 
social  problems  in  the  cities  by  stabilizing  communities  and  the 
housing  stock.  The  reverse  has  been  true. 

Yet  there  is  evidence,  in  this  country  and  abroad,  that 
certain  inner  city  housing  experiments  can  have  positive  results . 
They  all  have  one  thing  in  common — ownership.  VRiether  the  program 
is  homes teading,  where  abandoned  properties  can  be  bought  for  a 
dollar,  or  the  discounted  sale  of  public  housing  to  tenants  (in 
Britain),  the  effect  is  the  same,  when  residents  acquire  an 
equity  stake  in  the  future  of  their  building,  and  hence  their 
neighborhood,  they  gain  incentives  to  change  their  behavior  from 
destructive  to  constructive  and  to  urge  their  neighbors  to  do 
likewise.  And  instead  of  economic  improvement  bringing  with  it 
the  threat  of  increased  land  values  and  displacement,  equity 
allows  a  resident  to  rise  with  the  tide — not  drown  in  it. 

But,  some  would  argue,  the  low  income  of  public  housing 
tenants  precludes  their  becoming  homeowners.  The  solution  tc 
this  apparent  barrier  is  to  recognize  that  support  for  homeo%mer- 
ship  is  entrenched  in  the  tax  codes.  Thanks  to  the  mortgage 
interest  deduction,  middle-  and  upper-income  Americans  have  power- 
ful tax  incentives  to  become  homeowners.  This  is  no  accident. 
The  explicit  purpose  of  the  deduction  is  to  help  Americans  pur- 
chase homes.  Yet  the  low- income  tenant,  who  pays  little  or  no 
income  tax,  has  no  such  incentive — so  he  must  pay  a  far  higher 
after-tax  price  than  higher-income  citizens  buying  exactly  the 

property . 
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Congreve  and  the  Adnini strati on  ahottld  ra cognize  this  in- 
equity and  ^attbliah  d  "Right  to  Buy'*  boBic  owner  ship  progreuv  in 
the  irmer  citi«s,   b^aed  on  the  sale  of  public  houEing  buildmqs. 
at  4   subetantial   diacoijnC.    to   -lESOciations  of  occupying   t«Tiantl. 
The  R«4gan  Aditiinist ration  should  estahlich  an  expet Lnental  pro- 

?ram  im^^di^tely  UEing  existing   l^w.      it  should  also  seek  legiff" 
ation  to  pfrtiAit  tenant  aEsociation^  tea  apply  diiectly  to  the 
Secretary  of  Mousing  and  Urban  Developntent   (HUD)    for  p^rpiaiion 
to  pgrchase  buildingfl    from  their    local   Puhlic  Housing  Authority 
(PRA).     The  legislation  should  also  allow  the  Secretary  to  require 
the  PBA  to  provide  the  tenant  group  with  a  mortgage ^ 

Pioponentfi  of  such  a  prograit  vould  be  blind  if  they  over- 
Looked  its  political  advantages.     A  ainilar  plan  in  erlt«in 
*nahled  Conservative  Margarut  Thatcher  to  make  considerable 
inroads  among  traditionally  Labor-voting  pufclic  housing  tenants 
in  her   landslide  1933   reelection.      The  New   /ork  Ti^aea  noted  after 
the  election  that: 

As  political  experts  and  perty  stret«giflts  *tft  through 
the  resiilts  of  Ldbor's  crushing  defeat ..  niBore  and  tore 
are  identifying  the  "* homeowner  mentality*  of  voters... at 
a  crucial   devirlopnent .  ^ 

An  inner  city  ho&eovnership  plan  would  extend  the  idea  of 
owning  a  hove  to  low-incone  Americans h     It  would  help  stabilize 
the  value  of  public  rental  stock  near ^t«nant-ovned  units,    and 
would  plant  tjw  seeds  of  inprovenent  in  the  nation' si  most  deso- 
late neighborhoods,      it  would  he  a  logical   companion  to  nhe 
•nterprise  zone  approach  to  inner  city  development.     Like  the 
zone  proposal,    which  seeks  to  unlock  the  entrepreneurial  spirit, 
the  Right  to  Buy  program  vould  draw  on  the  strengths  of  residents 
to  ta«le  th<  prDoleniE  of  their  own  coiMunity. 

THE  BRITISH  RIGHT  TO  BUY  PROGRAM 

IHirin^  the  last  five  years,    over  SOO^OOO  dwellings  (out  of  a 
total  public  housing  stock  of  approxibately  7  million  units)  have 
been  sold  to  public  housing  tenants  in  Britain  undvi  the  "Ri^t 
to  Buy"  schame-     widening  hoioeownerEhip  in  this  way  is  seen  by 
the  Thatcher  government  ae  central  to  its  abjective  of  reviving 
neighborhoods  and  encouraging  self- improvement. 

Stated  simply,   Britain's  Right  to  Buy  proaram  allows  public 
housing  tenants  to  purchase  their  units  at  a  discount  on  the 
market  value  of  up  to  60  percent,  based  on  the  length  of  tenancy. 


"lo  Housint  Policy,   It  Seeas  the  Tories  Had  a  Winner,'*  The  Haw  York  Tiw. 
June  22,   1983. 
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1)  Eligibility 

A  tenant  obtains  the  right  to  buy  if  he  or  she  has  been  a 
public  housing  tenant  for  at  least  two  years^  and  the  unit  is  the 
principal  hone.  The  tenant  can  purchase  the  unit  jointly  with  up 
to  three  other  family  nenbers,  provided  they  have  been  living  in 
the  sane  unit  for  at  least  three  aonths. 

2)  Discount 

If  the  tenant  has  lived  in  public  housing  for  three  years, 
the  unit  can  be  bought  at  the  market  value  less  33  percent.  The 
discount  increases  by  1  percent  for  each  additional  year  as  a 
tenant,  up  to  a  maxuiun  60  percent  discount  after  30  years  as  a 
tenant.'  The  period  counting  toward  the  discount  need  not  have 
been  spent  in  the  sane  unit,  or  even  within  the  jurisdiction  of 
the  sane  housing  authority.  The  valuation,  upon  which  the  dis- 
counted price  is  based,  is  calculated  by  the  housing  authority. 
If  the  tenant  disagrees  with  that  valuation,  he  can  appeal  to  the 
District  Valuer,  an  independent  official  whose  decision  is  legally 
binding  on  both  parties. 

3)  Finance 

The  purchaser  has  three  options  in  raising  the  money  to  pay 
for  the  house. 

a)  The  tenant  can  obtain  a  mortgage  from  a  savings  and  loan 
association.  Approximately  half  of  all  public  housing  sales  are 
financed  in  this  way. 

b)  The  tenant  has  the  legal  right  to  a  mortgage  from  the 
local  housing  authority.  Basically  the  loan  amount  is  limited  to 
2S  times  the  annual  income  of  the  purchaser,  plus  1  times  the 
annual  income  of  any  other  family  members  assisting  in  the  pur- 
chase. For  purchasers  over  60  years  of  age,  the  multiple  is 
lower. 

c)  The  tenant  may  buy  the  unit  in  stages.  After  buying  at 
least  50  percent  of  the  unit,  with  the  usual  discount  according 
to  length  of  tenancy,  he  can  obtain  full  ownership  by  purchasing 
increments  of  12S  percept.  The  tenant  continues  to  pay  rent  on 
the  portion  still  owned  by  ths  housing  authority. 

Lilce  the  purchaser  of  privately  built  housing,  the  public 
housing  tenant-buyer  can  deduct  mortgage  interest  payments  from 
taxable  income.  The  trouble  has  been  thst,  if  the  low-income 
purchaser  pays  little  or  no  income  tax,  the  mortgage  deduction  is 


Decreased  froa  three  years  in  legislation  passed  in  1983. 

Prior  to  the  1983  legislation,  the  aaxiMja  discount  was  50  percent  after 

20  years. 
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practically  worthless.  Since  April  1983,  bowew,  s  low-iaoaae 
buyer  in  Britain  hmm  been  able  to  vtiliM  the  Hortoage  Interest 
Relief  at  Source  Progroi.  Under  this,  he  can  obtain  a  cash 
subsidy  equal  to  the  tax  relief  to  which  he  is  enUtled  (at  the 
30  percent  lowest  bracket),  less  the  aaoont  he  can  actually 
deduct  froa  his  tax  bill— in  effect  a  refundable  Bortgage  dedoc- 
tion.  ^^^ 

4)   Value  Recaptar* 

A  tezuat-buyer  cannot  buy  his  unit  one  day  with  a  60  percent 
discount,  sell  it  the  next  At  the  full  narket  rate,  and  walk  away 

vlth  tbe  difference.   If  Uie  unit  is  sold  within  one  year  of  the 
initial  purchAE«,  100  percent  of  the  discount  snst  be  repaid. 
This  r«pdyiibent  re<]uiraent  falls  by  20  percent  each  year  until, 
after  £iv«  y««ri.  the  unit  c«n  be  resold  without  the  repayaent  of 

any  portion  of  the  discount, 

ANALYSIS  OF  IBB  BRITISH  OFBRIEKZ 

The  aritiah  progxae  of  public  housing  velea  has  been  highly 
popular  and  hid  profQUDd  effects  on  euiy  neighborhoods.  As  the 
program's  propocientH  expected,  signs,  of  bose  impxawment   activity, 
ClOK  attention  to  aa iote nance >  and  real  dent  involvement  in 
neighborhood  isaues  have  become  evident  in  coeeunitieB  where 
tenants  Are  buying.   The  teiaon  for  thia  is  siaple.  saye  Con- 
aervative  coitncilwoaan  Elazcl  weibeirg,  'ownership  gives  thee  a 
greater  stake  in  the  coMiunity,"' 

Piatribution  of  Houaing  and  Salea 

^proxisately  one-third  of  4II  housing  in  Britain  is  publicly 
owned  rental  Accaonodation.  This  is  above  the  average  for  western 
Europe,  and  fAi   above  the  1,S  percent  in  Uie  U.S   In  addition, 
the  mean  incoac  of  fasilies  in  British  public  housing  la  not  far 
below  that  of  owner^-occupying  f  ami  lies,  and  it  ia  a  vhade  higtwr 
than  families  in  private  rental  units.   One  reason  for  thi*  ia 
that  local  housing  authorities  cannot  evict  tenants  ^bose  inc^net 
ri*e  above  the  initial  threebold  for  their  unit.  Moreover  the 
right  of  tenancy  in  a  public  houBing  unit  in  Britain  can  be 
paased  on  to  «i  heir  who  has  lived  with  Uie  tenants  British 
public  housing  structures  also  differ  frqn  those  found  in  Aeeri" 
can  cities,   while  there  atk   sany  exaaplea  at   blighted  high-rise 
properties,  More  typical  is  the  weii-buiit  duplex  or  four-unit 
walk-up  in  a  reaaonably  stable  neighborhood. 

The  sales  of  British  public  housing  reflect  these  character- 
istics. Data  for  1982,  for  instance,  indicate  that  the  average 


"New  Uw  Traaafonw  Britain  Into  a  Nation  of  Hoseownara,"  Will  Street 
Journal.  Septeaber  14,  1983. 
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incoBt  of  t*n*nt  purchaaers  wae  only  16  percent  lower  than  that 
of  all  first-tjAB  hQUB«  buyerE  in  Britain j  and  96  percent  of 
public  units  sold  wer«  towD  houses »  duplexes,  or  detached  housefi 
I  only  4  percent  were  apartjnetits ) .   Meverthel*BB .  ««lea  were  iwsre 
copniOEi  4inong  lovei-incoBe  public  ho  u  a  lug  tenants  than  is  ujiual 
for  first  tine  buyers,   Forty-aeven  percent  of  public  housing 
purchasers  ftartied  lesa  than  €10,000  a  year  (34  percent  for  all 
firct-tine  buyerah  *nd  U  percent  earned  less  than  $7,000  (9 
percent  generally^*  Mot  surprisingly,  in  view  of  the  discount 
ba«ed  on  length  oJf  tenancy,  the  average  age  of  the  tenant-buyer 
(43  years)  vas  significantly  above  the  average  for  first-tise 
buyers  (31). 

Wulti-Unit  Buildlnqa 

the  data  indicate  that  the  bulk  of  public  housing  sales  in 
Britain  have  caiutituted  purchases  of  fairly  desirable  types  of 
housing  to  tenants  who  would  not  be  clasEified  as  very  poor.  So 
American  policymakers  should  not  aHsume  that  the  typical  Right  to 
Buy  sale  involves  a  welfare  Bother  buying  her  high-rise  apartaent. 

Indeed,  it  is  the  high-rise  apartnent  that  has  been  the  most 
difficult  for  local  authorities  to  sell  to  tenants.  British 
officials  are  quick  to  point  out.  however h  that  a  high  proportion 
of  Britain's  vulti family  urban  public  houting  was  built  after  the 
second  world  War  with  poor  naterial  and  designs.   nadequate 
durability  and  structural  problems  sake  these  units  very  unattrac- 
tive for  purchase,  even  at  low  prices^  Would-be  buyers  in  such 
buildings  are  inclined  to  remain  on  the  waiting  list  for  a  more 
desirable  property  (using  the  waiting  tiisc  toward  a  larger  dis- 
count). 

A   second  key  factor  is  the  unfamiliarity  of  the  British  with 
nechamsms  such  as  tenaat  managenent  or  cooperative  ownerE^ip^ 
Tenant  nanagenent  is  alhost  unknown  in  Britain,  and  cooperative 
ownership  is  rare.   Consequentlyj  say  Britiab  officials,  tenants 
have  a  strong  resistance  to  the  only  forms  of  purchase  and  organi- 
zation that  *r*  practical  for  low- income  people  in  multi family 
buildings.  Even  when  a  tenant  buys  his  home  in  a  4-unit  walk-up. 
the  local  authority  usually  retains  the  responsibility  for  the 
common  areas  and  general  maintenance  (with  4  service  fee),  rather 
than  have  the  owners  accept  this  responsibility. 

Lessons  of_the  British  Model 

Despite  such  differences  between  the  U.K.  and  U.S.  situa- 
tions, the  British  program  contains  important  lessons  for  a 
workable  approach  on  this  side  of  the  Atlantic. 

The  first  is  that  a  discount  based  on  length  of  tenancy  is  a 
powerful  stimulus  and  a  means  of  favoring  the  most  stable  tenants. 


Assuming  one  pound  -   $1.40. 
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Initial  f^Mi%   UMt  th«  di«coanta  would  provolce  tugvf  «iowg  working 
cLflBfl  buyera  of  privatjr  hopes  (who  enjoy  no  fiucK  diLjr:>iint)  proved 
gr^^ndlesD,   The  discount  strategy  Ms  enabled  aany  long  estab- 
lifib«d  tenants  to  becoae  even  fime^  anchors  in  the  comunity. 

k   Becond  le^^on  is  th^t  the  resale  value  r«captute  nechaniiw 
is  an  inportant  ingredient  ot   the  British  prograa.   It  discourag** 
rapid  resale--which  would  under^infl  the  otherviee  ■tahilizing 
featur«H  ot   the  prograa.   On  the  gUwr  handn  the  prospect  of 
capital  gaxA  i%   xnpartant  to  ■  punchuei:.   in  oeigh^Drhood^  wher« 
narKet  pricea  are  net  rising,  or  even  falling,  the  eliding  s(;«l« 
recapture  provision  in  Britain  allov>  for  a  potential  capital 
gain  vithin  a  reasonably  abort  ti«e^ 

The  third  lesson  is  that  an  Aaerican  veriion  of  the  British 
plan  vould  have  to  overooae  the  problea  of  selling  apartB«nts  to 
low- Income  tenants.   Civtn  the  familiarity  of  toericans  vith 
cooperative  ovnership,  this  should  present  fever  probleos  than  it 
has  in  Britain-   Nevertheless,  the  high  concentration  of  low- 
incone  peaple  In  Aff^erican  public  housing  vould  require  nor* 
creative  financing  arrangeacnt*  than  u«  tipi(?«l  10  Bxit*ia. 

A  PROGRAM  FX>R  THE  UNITED  &TATES 

Since  1449,  congreaa  has  targeted  the  public  housing  progr^n 
increaaingly  toward  lover- ittcove  and  welfare  fanilieSr  rather 
thaa  those  with  modest  incokes,  EJnlike  Britain,  therefore,  the 
faaily  incone  of  a  typical  Asetican  public  housing  tenant  ls  well 
below  the  national  median — poEing  probleiu  for  any  BaX«&  policy- 
Legislation  does  give  a  Public  Bousing  Authority  <tElA)  in  the 
United  States  the  pover  to  ^ell  a  "low  income  project  to  its 
lover  incoac  tenants.**  The  baI*  price  is  usually  based  on  the 
portion  of  Uie  original  development  cost  still  outstanding— not 
the  current  market  value.  So  discounted  sales  are  permissible  in 
the  U.S. 

This  and  other  legislation  bave  led  to  a  miaber  of  hoae 

ownership  programs  for  lov-income  tenant* ►  The  Tunikey  III 
progtaa^  begun  in  ig^fi  and  terminated  in  l^t^t    u««d  the  ?HA 
friuiairork  to  develop  housing  projects  for  sal«^  on  a  lease-pur- 
chas*  hsais,  to  groups  of  public  housing  tenants  uith   sufficient 
incomes  to  permit  a  sale  without  continued  operating  subsidies. 
The  price  ^as  based  on  the  total  original  developaetit  coats,  and 
if  the  buyer  were  to  x»ell  the  unit  vithin  five  yearc  of  receiv- 
ing full  title,  the  pBa  vaa  entitled  to  recapture  the  capital 
gain  according  to  a  sliding  scale.  A  rsgui resent  for  aucceia  vas 
tb*  ability  of  the  buyer  to  undertake  basic  naintenarice  and  Co 
accept  the  financial  and  other  obligations  of  ownership. 

Similar  prohleas  arose  vith  the  Section  235  Boaeovnership 
Program,  another  Asjor  federal  irutiative  to  encourage  low-inccae 
hoDcownership  through  the  sale  of  nev  or  extensively  rehabilitated 
units ^  The  income  problea  was  compounded  In  the  ca^e  of  Section 
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235  br  the  low  (3  perceat)  dovn  paynent  r«pii-^^Hint--vhich  could 
b«  in  the  fori  of  'ive^t  equity"  (that  Ia.  provided  in  the  fora 
of  oo^Hite  wQz\   rather  th&n  caEh)-  This  neant  that  the  loan-to- 
valiie  ratio  could  easily  ccwe  to  exceed  100  percent  in  ui  unstable 
neighborhood — encouraging  others  to  abendon  their  propertiea  at 
the  first  need  for  Auhatantial  naintenviCA  outliyfl. 

The  Boiit  ex  tensive  and  perhaps  sost  intereBtlng  lav-lnco>e 
ovnerghip  progirui^  hcTwever.  has  been  the  Indian  Hutual  Help 
Ownership  Opportunity  Progxi*,  which  constitutes  61  percent  of 
BUQ  assistance  in  Indian  areaSr   Families  or  tribea  Huat  m^kt  a 
dovn  payment  cxsntribution  of  at  least  SI,SOO  toward  each  unit,  in 
the  lorm   of  cash^  lahdn  or  wark^  The  reaident  can  acquire  title 
to  the  unit,  gen*rally  aftet  2^   y*a^*,  through  a  lease -purchase 
plan  that  alLova  equity  to  be  built  up  gradually^  The  progiran 
has  been  very  popular  and  effective,  coveting  dver  30^000  units. 

itutuel  hpusing  associations  (HRAs),  as  a  honeownership 
vehicle  for  public  housiag  ten ant a,  have  attracted  consider able 
attention  in  recent  year a,   fropoaalB  are  now  being  formulated  in 
FftttetsoDH  Hew  Jersey,  for  eiiBBple.  which  would  use  the  model  to 
transfer  242  public  bouaing  units  into  tenant  ownership-   The 
title  o£  the  building  first  would  be  trsnsfered  to  a  eutual 
housing  aasociation  bade  up  of  r^Eidanta.   Thi»  NEA  would  be 
affiliated  to  a  city-wide  MBA  with  a  board  of  director*  drawn 
froK  city  officials  and  local  organizationfi.  Thit  city-wide  HHA 
could  enlist  support  and  provide  technical  asaistance  for  would-be 
buyers,  thereby  tnproving  the  chances  of  successful  ownership  by 
individuals,  who  vouid  be  atle  to  purchase  title  fros  the  HHA^ 

THE  PRINCIPLES  OF  A  NEW  OWNERSHIP  INITIATIVE 

Drawing  on  British  and  American  experience  in  encouraging 
o%mership  aaong  low- income  tenants,  principles  for  a  successful 
homeownership  program  for  public  housing  tenants  emerge.  Among 
them: 

1)   DJaCQunta  and  Ecjuity 

It  is  clear  from  the  problems  associated  with  Section  235, 
and  in  contratt,  the  auciceas  of  the  British  approach,  that  buyers 
must  feel  they  have  sufficient  stake  in  thvir  hopea  to  justify 
expenditures  on  naintenance   Discounting  the  price  (giving  the 
prospect  of  a  substantial  capital  gain)  %rould  provide  that  a take 
indirectly  but  effectively:  a  token  down  payment  does  not. 

Current  law  permits  HUD  to  sell  to  a  resident  tenant  at  a 
discount  with  the  federal  govembent  paying  off  part  or  all  of 
the  existing  capital  debt.  Sisdlarly^  units  can  be  mddarniiad 
without  the  tenant-buyer  being  required  to  pay  the  cost  of 
node  mi  z  a  ti  on. 
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2)  A_Sulijldy  to  PU¥*ri 

SCRBB  critics  of  didcamit«d  ttlvn   to  Lov-libcoaa  bur«re  chugc 
that  ttilB  constitutes  an  unfair  Valuable  subsidy  to  tbe  buyeir. 
These  ccitiCB  overlook  the  oortaage  daduction  available  to  Aiddle- 
and  upper-incottft  buyers— which  is  of  little  v«luc  to  low  incoae 
buyers,   if  the  purposo  of  Treasury  assifltance  it  to  help  home- 
buyetB,  then  a  price  diacount  on  public  housing  would  be  «  ra- 
tional And  equitable  device  to  help  low-incone  buyers.   Depending 
on  the  discount  choaen  and  the  tAX   aavin^E  (if  any)  usable  hy 
purchase,  a  ca«e  could  also  be  made^-agaxn  on  equity  grounds — far 
*oiM  interest  r«li«f  for  Low -income  buyers,   Jt  would  be  reason- 
4ble  for  the  inter*tt  payable  on  PBA-provided  BortgageE  to  be 
reduced  by  an  avount  at  least  equal  to  the  lowc«t  margiiial  federal 
tax  rate. 

3)  Netting  for  Other  Subsidies 

Subsidy  calculatignfi  should  also  be  adjuEted  for  th«  subsidies 
to  other  groups  already  included  In  the  cost  of  public  housing. 
Anerican  Enterprise  Institute  scholar  John  Meicher  notes  that 
studies  suggest  th«t  new  public  housing  units  cost  about  2b 
percent  aore  tha^  comparable  private  housing.  The  sajor  reasons 
for  this  are  the  high  t^x  revenue  costs  associated  t<ith  taK-exenpt 
financing  often  used  in  such  projects  (a  subsidy  to  higher-incowe 
inventors )  and  high  construction  costs  due  to  the  application  of 
the  Davis-B^con  Act  (a  subsidy  to  conHtmction  workers},*  There 
seeas  little  justice  in  forcing  low-incoB«  hoaebuyers  to  cover 
the  capital  cost  of  a  subsidy  to  Aaericans  earning  veil  above 
their  inconen   The  cash  basis  for  any  calculation  of  purchase 
price,  therefore,  should  not  out  such  subsidies. 

4)  Develooinq  Bomeovner  Attitudes 

A  major  problera  associated  with  low-inco**  buyers,  even  if 
financing  can  be  arr^Jigedn  is  that  tbcy  often  lacK  the  maintenance 
and  accounting  skills  needed  for  hovwownership .   On  the  other 
handr  soiK  remarkable  successes  have  been  achieved  with  tenant 
mandgenent  associations  as  vehicles  to  encourage  sound  maintenance 
techniguev — especially  when  cash  incentives  were  utilized.   As 
head  of  Newark's  public  housing  in  the  iqios,  for  instaxicen  Tom 
Kassaro  sought  to  cut  costs  by  inviting  tenants  to  take  over  many 
responsibilities.  For  every  dollar  this  saved  the  city,  the 
tenants  were  allowed  a  portion  to  finance  coassunity  activities. 
The  result:  vandaXisn  and  utility  costs  pluaneted  and  t«&ant« 
acquired  useful  maintenance  skills. 

Another  tenant  managea&ent  association  in  Renilworth  Coxirts, 
Washington,  D.C.,  has  achieved  dramatic  cost  reductions  by  training 


John  C.  Veicher,  Homini  (Washintton,  D.C.:  Aaerican  Eoterpriac  Insti- 
tute, 1980),  p.  59. 
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itfl  own  tftn«LUts  in  panagement  and  Baintenance  skillB.  h   pre- 
liainary  study  ty   th»  Ain*ric4n  Enterprise  Inatitute'n  Meighbor- 
Tiood  Hevitaliiation  projeqrt  found  that  within  one  year  of  the 
19dZ  turnover  to  tftnant  nana^envcnt^  administrative  coets  vera  cut 
by  63  percent,  and  naintenance  (the  major  outlay)  by  3ft  p<i:cent. 
:n  addition^  rental  income  was  increased  significantly,  thanks  to 
mprovftd  collection  and  reduced  vacancy  rates,  such  that  the 
project  began  to  run  4  healthy  operating  surplus. 

Success  is   a  tenant  nonageiient  aflsaociation  could  be  4 
sensible  prerequisite  to  apply  to  a  group  of  public  houBing 
tenants  wishing  to  purchase  as  s  cooperative.  An  alternative 
reguirement  would  be  the  creation  of  a  private  Mutual  Housing 
Association r  as  that  suggested  in  Patterson^  few  Jersey,  to 
provide  management  assistance  and  training  to  achieve  operating 
coflt  reductions H   The  tenants  would  be  neebbers  of  thi&  associa- 
tion, which  could  foster  cooperative  or  any  other  suitable  for™ 
of  tenant  ownersKip.   Another  equity -building  approach  would  be 
for  the  tenants  to  enter  into  a  lease^ptircha^e  agreement-   The 
operating  subsidy  would  then  be  capped,  and  savings  achieved  by 
the  tenants  would  be  accumulated  as  equity  shares  until  the  full 
purchase  could  be  accomplished^  whereupon  title  would  be  trans- 
ferred. 

The  savings  achievable  through  tenant  management  it  critical 
both  ta   the  success  of  any  ownership  plan  and  to  the  nuaber  of 
tenants  that  could  hope  to  utilize  it*  (tost  studies  of  the 
potential  for  ownership  among  public  housing  tenants  silggest  that 
it  is  very  small.  But  these  calculations  ignore  the  substantial 
teductions  in  cost  that  can  be  acbieved-^-if  tenants  have  an 
incentive — and  thus  grossly  underestij&ate  the  possibilities  of 
o%mer8hip. 

A  PUBLIC  HOUSING  HOHEOWNERSHIP  PROGRAM 

The  Adninistrationn  utilizing  existing  law  and  with  the 
agreenent  and  cooperation  of  connunities  and  PBAs.  should  experi- 
ment with  a  hqmeowner  program  for  public  housing  tenants.  The 
President  should  make  rt  clear  that  the  objective  is  not  to  raise 
income  but  to  promote  ownership  in  poor  communities s  Special 
buildings  for  the  elderly  or  the  handicapped  should  be  excluded 
from  the  program,  so  that  the  number  of  such  units  available  for 
rent  would  not  be  reduced. 

In  addition H  Congress  should  enact  a  'Public  Tenants  Right 
to  Suy  Program."  The  measure  should  give  groups  of  tenants  the 
right  to  be  included  in  the  homeowners hip  program h  even  if  the 
local  PEA  opposes  ownership.   Such  a  group  of  tenants  would  apply 
directly  to  the  secretary  of  flUD.   If  eligible,  according  to  ths 
criteria  below.  mJD  would  set  in  AOtion  the  ownership  process, 
and  the  FHA  vould  be  required  to  provide  the  resident  association 
with  a  mortgage  according  to  HUD  rules.   Legislation  should  also 
be  enacted  to  expand  the  housing  voucher  program  so  that  tenants 
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unable  to  buy  a  share  of  a  co-op,  or  other  ownership  vehicle, 
such  as  lease-purchase,  could  continue  as  renters. 

Eligibility 

The  program  would  center  generally  on  purchasts  by  iiicce**- 
ful  tenant  oanftgenent:  associatiaaB.   Ab  tli«  tenant  managutent 
Associatic^ns  or  miitual  housing  aESOCLationA  improved  tenant 
akillE  and  reduced  operating  costs,  aavinga  to  the  PHA  would  be 
pl^cied  into  an  escrov  accoimt  toward  the  purchase  price,  or  »a 
the  equity  element  of  a  1 east- parch aae  agreeiDent.   the  purchaae 
proce&A  would  begin  when  this  trandltional  arrangenent  reduced 
running  co£tB  sufficiently  for  the  tenants  ta   have  a  reaEonable 
chance  of  meeting  the  coBts  of  ownership. 

To  be  eligible  for  nenbership  in  the  purchasing  oraanisations , 
tenant-bgyera  should  have  been  good  tenants  in  the  specific 
building  for  at  least  one  year  and  good  public  housing  tenants 
for  at  least  three  years.  This  would  help  afiskire  stable  buyers 
of  good  character.  Tensnts  unable  to  aeet  this  criterion  would 
not  b«  permitted  to  purchase. 

DiacQujit  And  Resale 

An  eligible  associaticn.  comprised  of  eligible  tenanU. 
would  be  allowed  to  purchaae  the  building  at  30  percent  of  the 
as^eHsfrd  market  value.   No  down  psynent  would  be  required,   [fa 
co-op  meuher  were  to  sell  his  share  within  the  one  year,  his 
portion  of  the  entire  70  percent  discount  would  be  repayable  to 
the  PHA.   This  repayable  portion  would  fall  by  10  percent  annual 
segments  (of  the  initial  market  price)  until,  after  seven  years, 
the  [Dember  would  be  free  to  keep  all  resale  proceeds,  the  pcoapect 
of  gain  should  be  sufficient  to  establish  the  notion  of  equity, 
and  so  off»et  the  lack  of  a  do%m  paynent. 

Financing 

Eligible  tenant  nanageinent  associations  accepted  into  the 
program  would  have  the  right  to  a  mortgage  from  the  PHA  under  the 
la^ifllation  proposed.   Since  the  FOA  would  be  the  owner  ot  the 
building  in  the  first  place,  thia  would  involve  no  transfer  of 
cash,  only  the  replacement  of  rent  paymentA  to  the  FEA  with 
mortgage  payments.  The  interest  rate  on  the  Aort^age  would  be 
adjusted  to   reflect  the  marginal  tax  benefits  available  to  typical 
first- time  homehuyera. 

Tenant  associations  could  purchase  outright  or  purchase  ac- 
cording to  4  shared-equity  plan,   **ith  either  method  of  purchase, 
the  housing  authority  would  continue  to  operate  the  units  occupied 
by  tenants  refusing  or  ineligible  to  join  the  ownership  assacia- 
tions,   Sxlstir^g  tenants ^  in  other  words,  would  not  be  evicted. 
Eligible  tenants  could,  however,  buy  into  the  purchase  plan  at 
any  tine.   If  some  of  the  tenants  continued  to  reaain  renters, 
supported  by  the  government,  that  portion  of  the  building  would 
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be  considered  a  set  of  units  o%med  by  the  FBA— thus  the  PHA  would 
not  be  a  shareholder  in  the  cooperative.  However,  maintenance 
services  to  these  units  could  be  provided  by  the  tenant  o%mership 
association  under  contract.  An  alternative  might  be  for  the 
federal  government  to  guarantee  to  the  association  o%ming  the 
building  that  vouchers  would  be  provided  to  meet  the  costs  of 
units  still  occupied  by  tenants. 

Under  a  shiured-eguity  arrangement,  the  tenant  association 
could,  in  effect,  buy  a  portion  of  the  unit  (minimum  50  percent) 
and  continue  to  pay  rent  to  the  FHA  on  the  remainder.  The  asso- 
ciation could  add  to  its  ownership  in  increments,  as  finances 
permitted.  Payment  could  be  made  in-kind  (such  as  maintenance 
%fork)  to  obtain  additional  ownership  shares.  An  alternative 
approach  would  be  a  lease-purchase  arrangement,  where  tenants 
could  build  up  equity  credits,  but  would  not  take  title  until 
they  could  finance  the  entire  sale  price  of  the  building. 

Resale 

The  part-owner  could  sell  his  unit  in  the  normal  way,  subject 
to  the  provisions  regarding  discount  repayment,  but  he  would  have 
to  return  the  original  cost  of  the  rented  portion  of  his  unit  to 
the  PHA.  Alternatively,  he  could  sell  his  share  to  an  eligible 
buyer  willing  to  take  on  his  shared  equity  responsibilities.  The 
tenant  would  have  the  right  to  a  mortgage  fr(»i  the  PHA,  with  a 
limit  based  on  income  and  a  below-market  interest  rate^  offsetting 
the  reduced  tax  relief  available  to  low- income  tenants. 

CONCLUSION 

The  program  suggested  is  not  a  proposal  to  sell  off  public 
housing  to  developers  or  suburban  homesteaders.   It  is  a  device 
to  provide  o%mersnip  opportunities  for  existing  tenants  of  public 
housing  projects.  If  successful,  it  could  transform  some  of  the 
most  troublesome  communities  in  the  nation's  urban  areas.   It 
draws  on  the  kno%m  successes  of  tenant  management  associations 
and  that  powerful  ingredient  of  commitment  to  neighborhood- 
ownership.  Turning  public  housing  tenants  into  h(»ieo%mers  in 
this  way  would  utilize  the  strengths  and  ownership  dreams  of 
residents  themselves  to  help  overcome  the  debilitating  problem  of 
America's  inner  cities. 

Stuart  M.  Butler 

Director  of  Domestic  Policy  Studies 
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Chairman  Gonzalez.  Our  next  witness  is  Dr.  Weicher,  who  is  the 
Weyerhaeuser  scholar  in  public  policy  research  of  the  American 
Enterprise  Institute  for  Public  Policy  Research,  Washington,  DC. 

Mr.  Weicher. 

STATEMENT  OF  JOHN  C.  WEIGHER,  F.IL  WEYERHAEUSER  SCHOL- 
AR IN  PUBLIC  POLICY  RESEARCH,  AMERICAN  ENTERPRISE  IN- 
STITUTE, WASHINGTON,  DC 

Mr.  Weigher.  Thank  you,  Mr.  Chairman. 

I  am  very  pleased  to  have  the  opportunity  to  appear  before  this 
subcommittee  and  discuss  the  issue  of  housing  policy  for  the  poor. 
For  the  last  15  years,  there  has  been  a  running  debate  between  ad- 
vocates of  two  basic  policy  approaches:  Construction  of  projects  spe- 
cifically intended  for  the  poor;  and  utilization  of  the  exiHting  pri- 
vately owned  housing  stock. 

For  about  the  last  3  years,  there  has  been  a  stalemate  so  that  we 
have  had  a  little  new  construction,  a  voucher  demonstration 
coming  on  top  of  the  10-year  experiment  and  mostly  a  gradual  ez- 
p€uision  of  the  Section  Existing  Housing  Program  whicn  seems  to 
be  about  halfway  between  what  both  sides  really  want. 

I  have  been  hoping  this  year  we  could  break  the  stalemate  and  I 
see  H.R.  1  as  a  serious  attempt  and  even  an  opportunity  to  do  that. 

This  afternoon  I  want  to  begin  by  describing  the  housing  prob- 
lems facing  the  poor  in  America  today  and  then  discuss  pohdes  to 
meet  those  problems  including  the  policy  approaches  embodied  in 
H.R.  1  and  in  the  administration's  1986  budget. 

In  my  remarks  I  am  going  to  concentrate  on  HUD'S  low-inoome 
housing  programs.  In  describing  our  housing  conditions  I  want  to 
talk  about  three  issues:  How  much  housing  we  have,  how  good  it  is, 
and  how  much  it  costs.  To  save  time  I  simply  want  to  state  my  con- 
clusions here  and  the  evidence  for  them  is  contained  in  my  pre- 
pared statement  which  you  have. 

Chairman  Gonzalez.  Yes. 

Mr.  Weigher.  The  United  States  enioys  a  large  and  growing 
stock  of  housing.  By  1983,  we  had  one  housing  unit  for  every  21$ 
people  in  this  country.  That  is  the  most  we  have  ever  had.  m  the 
last  decade,  the  number  of  housing  units  has  grown  twice  as  Cast  as 
the  number  of  people.  One  result  is  that  the  vacancy  rate  in  the 
rental  stock  is  as  high  as  it  has  been  since  1967. 

Our  quality  is  also  better  than  ever.  Less  than  10  perc^it  of  our 
occupied  housing  stock  is  less  than  physically  adequate.  Even  our 
bad  housing  is  better  than  it  used  to  be.  But  there  are  still  prob- 
lems, particularly  for  verv  low  income  renters,  a  fifth  of  whom  live 
in  inadequate  housing — about  2.4  million  households. 

There  are  also  problems  for  other  groups  such  as  blacks,  Hispan-* 
ics  and  the  elderly.  But  to  a  substantial  extent,  these  people  have 
problems  because  they  are  poor  and  are  more  often  renten.  Hous- 
ing conditions  for  all  these  groups,  like  housing  conditions  for  other 
people  in  the  country,  are  steadily  improving. 

The  story  on  housing  costs  is  different.  While  quantity  and  qual- 
ity are  getting  better,  cost  is  becoming  an  increasing  prablem,  par- 
ticularly since  1975,  and  is  now  clearly  the  worst  prDblem  fisdng 
♦      poor. 
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More  than  half  of  all  poor  renters  live  in  decent  housing  but  pay 
a  lot  for  it,  pay  more  than  30  percent  of  their  income,  which  is  too 
much  bv  the  program  standaitls  which  Congress  and  the  adminis- 
tration have  established. 

There  is  one  other  housing  problem  facing  the  poor.  Most  of 
them  don't  get  any  housing  assistance  from  the  Federal  Govern- 
ment. Only  about  a  quarter  of  very  low  income  renters  are  helped 
by  HUD  programs,  which  makes  housing  unique  among  the  low 
income  benefit  programs.  It  is  not  an  entitlement.  Food  stamps  are; 
AFDC  is;  but  housing  isn't.  In  housing,  many  eligible  families 
would  like  help,  but  it  isn't  there. 

To  simmiarize,  we  have  a  large  and  growing  stock  of  decent  hous- 
ing in  the  United  States,  but  it  is  increasingly  expensive,  and  this 
is  true  for  the  poor  as  well  as  the  rest  of  us.  Most  of  them  live  in 
perfectly  decent  housing  without  getting  any  help  from  the  Federal 
Government,  but  have  to  pay  a  large  share  of  tneir  income  for  it. 

Now,  if  this  is  the  problem,  what  is  the  solution?  To  me,  the  obvi- 
ous solution  is  to  help  poor  people  meet  the  high  and  rising  cost  of 
the  adequate  housing  most  of  them  already  Uve  in.  That  means 
giving  them  a  voucher  or  housing  allowance  instead  of  either  a 
moratorium  on  further  help  as  proposed  in  the  administration's 
budget,  or  building  more  housing  for  the  poor  as  proposed  in 
H.R.  1. 

Now,  of  course,  the  administration's  policy  has  been  to  provide 
additional  assistance  through  the  voucher.  I  think  that  is  the  right 
policy  and  quickest  way  to  help  the  most  poor  people.  Unfortunate- 
ly, the  administration  hasn't  been  willing  to  move  very  rapidlv 
toward  extending  assistance  to  those  who  didn't  get  it.  It  hasnt 
been  willing  to  move  towards  a  housing  entitlement  program,  even 
before  this  year's  proposed  freeze.  That  is  understandable,  but  is 
still  unfortunate. 

Now,  I  don't  think  the  proposed  freeze  is  really  a  radical  break 
with  past  policy.  I  think  it  is  just  part  of  an  effort  to  bring  down 
the  deficit  to  more  manageable  proportions  without  hurtmg  the 
poor. 

This  year's  budget  in  effect  holds  constant  the  real  expenditures 
on  the  safety  net  programs  for  the  poor,  including  housing  assist- 
ance. The  freeze  they  are  proposing  doesn't  help  people  who  aren't 
getting  help  now,  but  it  doesn't  hurt  particularly  the  people  who 
are  now  living  in  subsidized  housing.  But  also  it  doesn't  have  much 
effect  on  HUD's  outlays.  Over  the  next  5  years,  it  might  save  about 
$3.5  billion. 

Now,  I  recognize  that  it  is  imperative  to  reduce  the  Federal  defi- 
cit. And  if  you  will  permit  me  a  short  commercial,  we  at  AEI  are 
just  about  to  publish  a  book  on  the  problems  resulting  from  the 
deficit.  I  am  one  of  the  authors  of  that  book.  I  can  see  that  a  hous- 
ing moratorium  may  be  necess£u*y  to  help  control  the  deficit,  but  I 
would  rather  see  Congress  find  some  other  way  to  save  that  $3.5  to 
$4  billion  so  we  can  help  more  of  the  poor  afford  decent  housing. 

Let  me  turn  to  H.R.  1.  I  think  this  legislation  has  several  great 
virtues.  It  reaffirms  our  national  housing  goal  of  a  decent  home  for 
all  Americans.  It  will  help  some  who  haven't  yet  achieved  that 
goal,  and  it  attempts  to  address  the  problems  of  the  homeless 
which  deserve  attention. 
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My  concern  is  that  H.R.  1  is  an  overly  expensive  way  to  make 
relatively  little  progress.  It  would  double  last  year's  budget  author- 
ity in  order  to  add  only  about  25  percent  more  subsidized  units. 
Compared  to  last  year,  there  would  be  an  additional  27,500  subsi- 
dized units  at  an  additional  cost  of  $4.7  billion.  That  translates  into 
about  $170,000  for  each  additional  unit. 

The  cost  is  so  high  primarily  because  H.R.  1  would  build  22,000 
more  public  housing  and  section  202  units.  Those  units  alone  add 
almost  $4  billion  to  the  budget. 

New  housing  is  an  expensive  way  to  house  poor  people.  It  is 
about  twice  as  expensive  as  using  the  existing  housing  stock.  Be- 
cause it  is  expensive,  we  are  unwilling  to  spend  enough  to  make  it 
available  to  all  of  the  poor,  and  we  never  have  been  willing.  And 
because  housing  assistance  is  not  an  entitlement — and  it  never  has 
been— our  housing  programs  for  the  poor  are  fundamentally 
unfair,  and  they  always  have  been. 

Subsidized  housing  is  like  a  lottery.  A  handful  of  the  poor  win 
big.  They  get  a  large  benefit.  They  live  in  very  good  housing.  Many 
more  people  equally  poor,  and  as  far  as  we  know  equally  deserving, 
win  nothmg  at  all. 

The  high  cost  of  new  housing  means,  even  under  H.R  1,  we  will 
move  only  very  slowly  toward  the  national  housing  goal.  Housing 
will  still  be  a  lottery  without  very  many  winners. 

Instead  of  building  more  low  income  units,  we  should  be  making 
use  of  the  housing  we  already  have.  We  can  do  this  efficiently  and 
inexpensively  by  expanding  the  housing  allowance  experiments 
into  a  full-fledged  program. 

After  10  years,  I  think  we  know  the  voucher  works;  it  is  a  proven 
way  of  solving  the  most  widespread  and  serious  housing  problems 
affecting  the  poor  in  America  today.  It  is  the  most  cost-effective 
and  efficient  program  we  have  yet  b^n  able  to  devise. 

I  hope  you  will  use  the  opportunity  this  year  to  extend  its  bene- 
fits to  more  poor  people  rather  than  returning  to  programs  which 
have  been  tried  in  the  past. 

Thank  you. 

Chairman  Gonzalez.  Thank  you  very  much.  Dr.  Weicher.  I 
really  mean  that.  We  are  very  grateful,  because  these  are  essential 
presentations  to  us. 

[Mr.  Weicher's  prepared  statement  "Low-Income  Housing  Policy: 
Basic  Issues"  follows:] 
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I  am  very  pleased  to  have  the  opportunity  to  appear  before  this 
Subcommittee  and  discuss  the  issue  of  housing  policy  for  the  poor. 
For  the  last  15  years,  there  has  been  a  running  debate  between 
advocates  of  two  basic  policy  approaches:  construction  of  projects 
specifically  intended  for  the  poor;  and  utilization  of  the  existing 
privately-owned  housing  stock.   For  about  the  last  three  years,  there 
has  been  a  stalemate:  the  Administration  has  wanted  to  terminate 
nearly  all  new  construction  programs  and  establish  a  housing  allot#anc« 
that  subsidizes  the  poor  to  live  in  existing  housing,  while  Congress 
has  been  willing  to  stop  most  new  construction,  but  not  to  move  as  far 
as  the  Administration  wants  to  go  toward  a  housing  allowance.   Th« 
result  has  been  a  small  amount  of  new  construction,  a  voucher 
"demonstration"  coming  on  top  of  a  ten-year  experiment,  and  a  gradual 
expansion  of  the  Section  8  Existing  Housing  program,  which  seems  to  b« 
acceptable  to  both  Congress  and  the  Administration  as  being  halfway 
between  what  each  really  wants. 

H.R.  1  is  a  serious  attempt  to  change  the  terms  of  the  debate, 
and  deserves  attention  and  analysis.   I  am  especially  glad  that  the 
Subcommittee  is  usin9  part  of  these  hearings  to  consider  the  broader 
issues  of  housing  policy. 

My  testimony  begins  with  a  description  of  the  housing  probleas 
facing  tne  poor  in  A»T.erica  today,  and  how  those  problems  have  been 
c:iangin(3.   I  tnen  discuss  the  basic  policy  approaches  embodied  in  H.R. 
1  and  the  AJ.-ninistration^  s  fiscal  year  19H6  budget,  in  tne  light  of 
today's  :-ccule.Tis.   :  focus  on  !!'JD's  low-incoir.e  housing  programs, 
catrter  tnan  toucning  on  tne  v/hole  range  of  issues  addrsssod  by  II.R.  1. 
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CURRENT  HOUSING  CONDITIONS  IN  AMERICA 

There  are  three  basic  dimensions  of  the  housing  stock  that  are 
often  the  concern  of  public  policy.   They  are:  the  quantity  of  housing 
available;  quality;  and  cost.   Each  of  these  is  worth  the  attention  ot 
this  Subcoflunittee. 
HOW  Much  Housing  Do  Vfe  Have? 

The  United  States  enjoys  a  large  and  growing  stock  of  housing. 
By  1983 r  the  latest  available  data,  we  had  one  occupied  housing 
unit  for  every  two  and  three-quarters  people.  This  is  the  most 
housing  we  have  ever  had.  There  was  only  one  unit  for  every  three 
people  in  1973,  one  for  every  three  and  a  half  in  1950,  and  one  for 
every  four  in  1930.   If  vacant  houses  and  apartments  are  included, 
there  is  one  year-round  unit  for  every  two  and  a  half  people. 

Stated  another  way,  in  the  last  decade  the  number  of  housing 
units  has  grown  twice  as  fast  as  the  number  of  people  in  the  country— 
22  percent  vs.  11  percent. 

The  rapid  recent  growth  i^   the  housing  stock  has  increased  the 
number  of  available  vacancies.   By  the  fourth  quarter  of  last  year, 
tne  rental  vacancy  rate  was  6.2  percent— as  high  as  it  has  been  at  any 
tijne  since  1967. 

y.ore  and  more  American  families  are  able  to  live  by  themselves, 
if  they  want  to;  the  number  of  individual  housing  units  that  are 
occupied  Dy  two  or  store  families  has  fluctuated  for  the  last  decade  at 
around  1.5  percent  of  the  total. 

Thdce  is  also  .T.ore  space  available  inside  our  housing — .-note   rooT.s 
in  ^acA   unit,  and  .nore  floor  space  as  well,  althou-jh  we  do  not  have 
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very  detailed  information  about  the  latter  aspect  of  housing.   As  the 
nuniber  of  people  per  unit  has  been  falling,  the  number  of  rooms  per 
unit  has  been  rising.  The  proportion  of  units  that  are  cro%ided 
(conventionally  defined  as  having  more  than  one  person  per  room)  has 
fallen  steadily,  from  20  percent  in  1940,  to  8  percent  in  1979,  and 
3.5  percent  in  1983.   This  is  the  lowest  level  on  record. 

How  Good  is  Our  Housing? 

There  is  presently  no  generally  accepted  standard  for  detecmining 
the  physical  adequacy  of  the  American  housing  stock.   Several  criteria 
have  been  developed  by  various  government  agencies,  such  as  the 
Department  of  Housing  and  Urban  Development  and  the  Congressional 
Budget  Office,   in  this  analysis  I  use  the  current  HUD  criterion, 
wnich  analysts  in  the  Department  have  developed  and  used  during  the 
last  two  administrations. 

By  this  criterion,  9.3  percent  of  our  occupied  housing  stock  was 
physically  inadequate  in  1981.   This  is  the  lowest  rate  in  the  last 
decade,  as  the  accompanying  Table  1  shows,  and  surely  the  lowest  rate 
in  our  history.   (Data  /or  this  measure  are  only  available  froa  the 
Annual  Housing  Survey  from  1973  to  1981;  the  AHS  was  converted  to  a 
biennial  basis  after  1981  because  of  budget  constraints  and  the  1983 
data  on  housing  quality  are  not  yet  availaole.   It  is  very  likely  that 
we  have  seen  continuing  improvement  since  then;  the  steep  recession  of 
1982  has  been  followed  by  two  strong  years  of  very  rapid  economic 
growtn  and  rising  real  incomes.) 

The  current  HUD  definition  sets  a  higher  standard  than  the 
traditional  Census  criterion,  used  Cro.ti  1943  to  197C,  but  it  records 
tne  sa.-ne  pattern  of  improvement  that  we  saw  during  those  three 
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TABLE  1 
PHYSICALLY  INADEQUATE  HOUSING  IN  THE  UNITED  STATES,  1973-1981 


Inadftquate  Units  as  a 

Yaar  Share  of  Housing  Stock 

1973  11. 8Z 

1974  11. OX 

1975  10.6X 

1976  10. IX  • 

1977  10. IX 

1978  10. IX 

1979  9.BX 

1980  9.6X 

1981  9.3X 


Source:     Annua.   Housing  Survey  and  U.S.  Departaent  of  Housing  and  Urban 
D«velop«ant. 
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TABLE  1  -  coatln\M<i 


Definition  of  InadeqtiAte  Housing  * 

(A  unit  is  classified  4s  physically  inadequate  if  it  fails  to  Met 
the  criterion  for  adequacy  in  any  one  of  the  categories.) 


Category 

1.  PluBbing 


OeacrlptlQP  of  flav 


Lacking  or  aharlJig  aaat  or   ^11  pluabjug  facilities* 
To  b«  adequate,  a  lult  vust  have  bat  and  cold 
piped  vac«T^,  4  flu4b  collet,  and  a  bathtub  or 
4houer  all  ins Ida  the  stnicture  and  deaignad  for 
tba  ajccluAiv*  uss  of  the  unit. 


2.  Kitchen 


3.  Maintenance  - 

Physical  Stnicture 


LackltiB  or  shjarin^  joae^  cjr  all  k.itchen  fegjltttee. 
To  b«  ade^uatCf  a  uaic  nudc  bave  tn   lmcall*d  ftiuk 
vlcb  piped  vAtcr  a  range  or  cookacove,  and  a 
nechaaical  rafrigtrati^r  (not  an  icebox)  iaalda 
thfl  gtructura  for  the  excluaiva  uaa  of  oeenpaaca 
of  the  unit. 

CoatjlQiog  thres  of  six   ii^s  of  Inadequate 
cttalncaMPca.    The  six  aaidtenai^ce  signa  are; 
leaking  roof;  open  cracks  or  holes  La  La tar lor 
walls  sod  cvlllDgs;  holes  In  che  inter  Lor  floors; 
and  aithcT  peallAj  palot  or  broken  plaster  over 
oas  *quat«  foot  of  an  Inccrlor  vail;  crideoce  of 
nice  or  rats  in  laat  90  days;  and  laaka  in 
baaeaent. 


4.  Public  Hall 
CooBon  Area 


S.  Heating 


6.     Electrical 


Coja^aiciJlng  three  of  four  jmb lie  hall  defltlenclea. 
Four  possible  dcflcienclaa  m  measured 
Incladlog;     ao  light  fljctur*s  or  no  working 
light  fixture!  in  public  hells     loose, 
brokem     or  miselihg     taps  on  coneoa  acainnTs 
inside  structure  or  attachad  thereto^   stair 
railings  that  ate  loose  or  niselng  aatiraly; 
apd  no  elwatot  in  the  bulldins         for  units  two 
or  Bore  floors  ftvn  main  building  entraaco  la 
four  or  more  story  building. 

Hsvlna   Lnsdegtiats   heating  egtilpaent  of  ^uip«ent 
breakdoviv^     Inadequate   units  Sfe   those  heated 
prlnaflly  by  rtxn  heaters  vlthout    flue  Or  vent 
which  burn  gas,   oil  or  kerosene*     A  unit  is 
also  tuadequac*   If   It  suffered  a  hasting 
equipoent  breakdown  of  alx  consacucive  Heuis  or 
longer  —  three  or  sore  tiaes  last  vlater 

Expertfencla^^  three  selected  electrical  defects 
Q^_no  electruit;>     The  three  electrical  defects 
which  «usc  all  be  present  are:      a  roo»  vith  no 
working  wall  ouclet;   blown  fuses  or   tripped 
circuit  breakers  three  or  aore  tlaea  In  the  last 
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TABLE  1  -  continued 


Category  Description  of  Flaws 

7 .  Sewage  Inadequate  provision  for  —wage  ditpoaal  and 

breakdown  of  the  facilities.  Adequate  aeans 
of  sewage  disposal  Include  a  public  sewer, 
septic  tank,  cesspool,  or  chcnlcal  toilet. 
Facilities  oust  be  in  the  stnicture.  A  unit 
is  also  Inadequate  if  there  is  a  breakdown  of 
the  flush  toilet  six  consecutive  hours  or 
longer  three  or  sore  tlaes  during  the  last 
90  days  (for  units  with  only  one  toilet). 
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decades.   In  I94U,  almost  exactly  half  of  ouc  housing  was  substandacd; 
by  197G,  less  than  eight  percent  was. 

While  the  overall  incidence  of  inadequate  housing  has  b^en 
gradually  declining  from  year  to  year,  individual  housing  units  tiMvm 
deteriorated — and  been  upgraded—with  xuch  greater  frequency.   Th*  HUO 
criterion  of  inadequacy,  as  shown  in  the  note  to  Table  1,  includes 
several  housing  maintenance  items  as  well  as  fundamental  structural 
problems.   The  vast  majority  of  these  maintenance  problems  In  any 
given  year  are  repaired  within  a  year  or  two,  and  the  units  with  those 
problems  are  then  no  longer  inadequate.   Units  without  complete 
plumbing  or  kitchens  or  sewer  systems,  by  contrast,  typically  remain 
in  the  inadequate  category  until  they  drop  out  of  the  housing  stock, 
but  they  constitute  a  minor  fraction  of  inadequate  units  in  any  year. 

But  while  there  is  a  small  and  declining  share  of  the  stock  with 
serious  physical  and  structural  defects,  there  still  are  some  problea 
units.   For  public  policymaking,  it  is  useful  to  know  who  lives  in 
tnose  units.   Table  2  shows  the  incidence  of  inadequate  housing  among 
the  total  population,  and  among  several  groups  that  have  often  b««n  of 
special  concern  in  housing  policy. 

It  is  clear  that  housing  quality  is  primarily  a  problem  among 
poor  centers.   One-fifth  of  all  renters  with  incomes  below  50  percent 
of  the  local  median  live  in  inadequate  housing.   This  amounts  to  about 
2.4  .Tiillion  households.   There  are  also  disproportionate  problems 
atrong  other  groups — among  them,  blacks,  persons  of  Spanish  origin, 
female-headed  households,  and  the  elderly.   But  to  a  very  substantial 
extent  their  housing  proole.-ns  reflect  ths  fact  that  they  have  lower 
inco.r.*s  anu  are  -nore  often  renters.   This  is  the  situation  for  fsmale- 
haadeJ  ncusenolcs  and  the  elderly,  for  exa-nple;  after  adjusting  for 
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TABLE  2 
DICIDEMCE  OF  HUDBQUATE  HOUSIMC  FOR  DIFFEREKT  GBOtJFS  IN  THE  U. 5,,    1981 


U.S.   Total 

Blacks 

Spanish  Origin 

Fsnala-Haadad  Housafaolda 

Bldarly 


Source:     Annual  Housing  Survey  and  U*S<   Departmaat  of  Housing  ud  Urban 
Danrslopaant 


Very  Loy 

All  Housaholdi 

All  Rantara 

IBCOOC  RcnccTB 

9.31 

U.7t 

20.21 

24.51 

27.81 

32.51 

17.11 

20.21 

23.61 

11.  SX 

13. 5X 

la.sx 

10.51 

13.01 

17.31 
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income  and  tenure,  they  live  in  better  housing  than  the  nation  as  a 
wnole.   However,  it  is  not  true  for  persons  of  Spanish  origin,  and 
especially  not  true  for  blacks. 

Insofar  as  we  have  information,  housing  conditions  for  all  of  . 
these  groups  have  been  steadily  improving.  This  is  clearly  true  foe 
the  last  decade.   Before  that,  there  are  many  gaps  and  changes  in 
coverage  from  one  Census  to  the  next,  but  wherever  we  do  have 
information,  the  national  pattern  of  improvement  is  repeated  for  each 
group — for  blacks,  for  the  poor,  for  rural  residents,  among  others. 

Housing  quality  is  thus  predominantly  a  problem  of  the  poor.   But 
not  all  poor  people  have  the  problem.   Table  3  shows  the  extent  to 
which  very  low  income  renters  suffer  from  each  of  three  general 
housing  problems. 

*Just  over  one-fifth  have  no  serious  problem. 

*Another  one-fifth  live  in  inadequate  housing. 

*A  relative  handful  are  crowded. 

*More  than  half  live  in  physically  adequate  housing,  without 
crowding — but  find  themselves  paying  a  high  rent  burden  in  order  to  do 
so. 

A  very  similar  pattern  occurs  for  very  low  income  renters  among 
eacn  of  the  population  groups  in  Table  2.   y.ore  than  half  of  female- 
needed  nouseholds,  and  those  of  Spanish  origin,  live  in  adequate 
housing,  but  at  a  high  cost.   More  than  45  percent  of  blacks  and  the 
elderly  are  in  the  same  situation. 

TMese  figures  include  residents  of  subsidized  housing,  but  wnen 
tney  aro  o.-nitted,  tae  satr.a   general  pattern  holds  for  the  non- 
suosiJizea  Icw-inco.r.d  rental  nousing  stock. 
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TABLE  3 
HOUSING  CONDITIONS  OF  VEST  LOV  INCOME  RENTERS,  1981 

No  Mftjor  Housing  ProblMS  22. IZ 

Adoquato  Housing  with  High  Rant  Burden  52  .OZ 

Adoquato  but  Crowdad  5.7Z 

Physically  Inadaquata  20. 2Z 


Nota:  '*Hlgh  Rant  Burdan"  ^aflnad  aa  raat/lacoBB  ratio  graatar  than  30X. 
''Croadad**  daflnad  aa  aora  than  ona  paraon  par  roo«. 

i 

Sourca:    Annual  Houalng  Survay  and  U.S.  Dapartaaat  of  Houalng  and  Urban 
Davalopaant. 
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HOW  Much  Does  Housing  Cost? 

Vjhile  housing  quantity  and  quality  have  been  improving »  housing 
cost  has  become  an  increasing  problem.   As  Table  3  shows,  it  is  ta« 
largest  housing  problem  now  facing  the  poor.  Moreover,  the  nuabec  of 
households  with  high  rent  burdens  has  been  rising.   In  I98I,  ooce  than 
half  of  all  renters  paid  more  than  a  quarter  of  their  incoae  in  cent; 
in  1950,  less  than  a  third  did.  Using  the  ratio  of  30  percent 
established  by  Congrese  in  1981  for  subsidized  housingt  the  auabec  of 
renters  with  a  high  cost  burden  has  risen  from  24  percent  in  1975  tp 
3C  percent  in  1981.  For  very  low  income  renters,  the  nuabec  has  risen 
from  48  to  52  percent. 

Part  of  .'this  increase  is  accounted  for  by  the  rising  quality  and 
greater  size  of  rental  housing  units,  as  mentioned  above.  That  pert 
does  not  represent  a  housing  problem,  but  a  decision  by  renters  to 
spend  more  on  housing  and  less  on  other  things,  k   more  appropriate 
way  to  analyze  housing  costs  is  to  compare  renters*  incomes  with  th« 
rent  of  a  standard  quality  apartment.   For  many  years,  renters* 
incomes  rose  faster  than  rents,  on  this  criterion.   But  since  1975, 
the  reverse  has  ueen  true:  incomes  nave  increased  by  44  percent,  while 
rents  have  risen  by  52  percent.   (The  rent-  component  of  the  Consumer 
Price  Index  is  used  to  measure  the  change  in  the  rent  of  a  standard 
quality  apartment.)   It  has  recently  become  harder  for  the  poor  to 
afford  adequate  cental  housing. 

TliE  FAIRNESS  OF  HOUSIi^G  POLICY 
The  housincj'of  .nost  poor  people  is  provided  by  private 
anterorise,  witnout  any  direct  8ubsi(2y.   This  fact  brings  out  a  jasic 
..eaknass  of  our  housin'j  policy.   Only  v^  ..inor  Cca>  tion  of  very  low 
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income  renters— probaoly  less  than  25  percent — live  in  federally- 
suosidized  housing.   In  1981,  there  were  11.8  million  very  low  income 
renters,  and  3.3  million  families  in  HUD  rental  programs — probably 
only  2.5  to  3.0  million  of  them  with  very  low  incomes.  This  means 
that  about  75  to  80  percent  of  eligible  families  do  not  receive 
housing  subsidies. 

In  this  respect  low- income  housing  is  unique  among  the  major 
federal  direct  benefit  programs  for  the  poor.   Housing  assistance  is 
not  an  entitlement.   Food  Stamps  are,  Medicaid  is.  Aid  to  Families 
with  Dependent  Children  is,  the  earned  income  tax  credit  is.   Everyone 
with  incomes  below  the  level  set  by  Congress,  and  meeting  any  other 
specified  criteria,  is  entitled  to  assistance,  if  they  want  it.  In 
housing,  many  eligible  families  would  like  help,  but  it  isn't  there. 
This  difference  is  directly  attributable  to  the  basic  policy 
choice  that  we  made  almost  50  years  ago.  At  that  time,  we  decided  to 
build  new  housing  for  poor  people.   For  most  of  the  last  half  century, 
we  have  continued  to  follow  that  approach — at  first  exclusively,  and 
then  predominantly. 

There  are  two  reasons  for  our  policy.   First,  subsidized  housing 
began  during  the  Depression,  and  it  was  seen  primarily  as  a  way  of 
stintulating  the  economy.   During  the  New  Deal,  public  housing  was  part 
of  public  works,  not  part  of  welfare.   In  practice,  it  turned  out  not 
to  be  a  very  effective  way  of  putting  people  back  to  work,  as 
President  Roosevelt  himself  quickly  discovered.   But  we  have  continued 
to  ouilo. 

Th<3  second  reason  wny  we  have  relied  on  new  construction  also 
^oes  jacr:  to  tne  Depression:  because  so  .T.uch  of  our  housing  stock  was 
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inadequate  then,  it  seemed  easier  to  build  new  units  than  to  upgrade 
old  ones.   As  I  have  already  argued,  this  justification  is  also  out  of 
date. 

New  housing  is  an  expensive  way  to  house  the  poor.  The 
President's  Coaunission  on  Housing  reported  three  years  ago  that  the 
cost  of  helping  a  poor  family  was  about  twice  as  high  in  the  Section  8 
New  Construction  program  as  in  Section  8  Existing  Housing,  taking  all 
subsidies  in  both  programs  into  account.   Roughly  the  same  ratio  is 
likely  to  apply  to  any  new  construction  program,  in  comparison  to  any 
program  that  relies  on  the  existing  stock.  This  is  partly  because  new 
construction,  subsidized  by  the  government,  is  invariably  more, 
expensive  than  private  housing,  and  partly  because  the  new  projects 
are  built  to  a  higher  quality  level.  Most  private  housing  occupied  by 
the  poor  is  adequate,  decent  housing;  most  new  subsidized  projects  for 
the. poor  are  significantly  better  quality.  The  President's  Cossiiesion 
on  Housing  estimated  that  Section  8  New  Construction  units  were  about 
20  percent  better  than  those  in  the  Existing  Housing  program. 

The  high  cost  of  new  housing  construction  has  been  one  of  the 
most  important  reasons  why  hoi  sing  assistance  has  never  been  an 
entitlement  program.  And  because  housing  assistance  is  not  an 
entitlement,  and  never  has  been,  our  housing  programs  for  the  poor  are 
fundamentally  unfair,  and  always  have  been.   Subsidized  housing  is 
like  a  lottery.   A  relative  handful  of  low-income  families  "win  big;** 
tney  get  a  large  benefit  and  live  in  much  better  housing.  Many  more 
people — equally  poor,  and  as  far  as  we  know  equally  deserving— >w in 
nothing  at  all. 
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CURRENT  HOUSING  POLICY  OPTIONS 
There  are  now  two  diametrically  opposed  housing  programs  that 
have  been  proposed  for  FY  1986:  H.R.  1,  and  the  Administration's 
budget  proposal.   I  want  to  discuss  each  of  them  in  the  light  of  our 
current  housing  problems. 
The  FY1986  Budget 

The  policy  of  the  Reagan  Administration  has  been  to  terminate 
nearly  all  subsidized  construction  programs  and  provide  additional 
subsidize'd  housing  through  housing  allowances  or  vouchers.  This 
approach  has  the  advantage  of  helping  the  poor  to  meet  the  high  cost 
of  adequate  housing,  which  is  their  basic  housing  problem. 

The  policy  shift  to  existing  housing  also  means  thi^t  it  should 
be  possible  to  move  more  quickly  toward  making  subsidited  housing  an 
entitlement,  similar  to  Food  Stamps  and  Medicaid.  But  the 
Administration  in  recent  years  has  not  chosen  to  move  more  rapidly 
toward  an  entitlement  program.  As  part  of  its  efforts  to  cut  the 
growth  in  total  program  costs,  it  has  sought  to  hold  down  the  number 
of  additional  units  coming  under  subsidy  each  year  to  about  100,000. 
This  year's  budget  goes  farther  and  proposes  a  two-year  freeze  on  the 
total  number  of  subsidized  units. 

Unlike  many  analysts,  and  many  of  the  witnesses  who  have  appeared 
before  this  Subcom.-nittee,  I  do  not  think  that  the  Administration's 
budget  represents  a  radical  break  with  past  housing  policy.   I  see  it 
as  part  of  an  effort  to  hold  constant  the  total  real  expenditures  for 
the  "safety  net"  provided  to  the  poor,  while  at  the  same  time  bringing 
down  the  federal  deficit  to  more  manageable  proportions.  The 
Ad.T.ini.stration' s  proposal  is  essentially  a  fr^^eze.   The  number  of 
fa:r.ilids  uoinj  housed  under  HUD  programs  would  remain  at  4.2  million 
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for  the  next  two  years.   If  instead  the  Adaiinistration  £ollo%#ed  th« 
pattern  of  the  recent  past,  it  would  be  proposing  to  add  100,000 
families  a  year,  for  a  total  of  4.3  million  in  1986  and  4.4  million  in 
1987. 

This  appears  to  be  a  large  reduction  only  because  of  the  peculiar 
political  history  and  the  peculiar  budgetary  accounting  that  apply  to 
subsidized  housing  programs.   In  housing— and  only  in  housing— tb« 
politically  significant  budget  number  has  always  been  the  nuBb«E  of 
additional  units  to  be  subsidized  each  year.   In  Food  Staaps  and  other 
programs,  it  is  the  total  number  of  people  being  helped.  This 
attitude  toward  housing  is  another  reflection  of  our  original  policy 
of  building  new  projects  for  the  poor.   It  has  been  out  of  date  for 
many  years,  but  the  budget  is  still  discussed  as  if  it  were  valid. 

In  passing,  it.  is  worth  noting  that  the  sasie  approach  is  proposed 
for  the  public  housing  modernization  program.  The  anount  of 
additional  modernization  is  cut  by  more  than  75  percent,  froa  8761  to 
$175  million,  in  a  one-year  moritorium  on  everything  except 
"emergency**  repairs,  to  be  followed  by  a  return  to  $761  aillion.   The 
merit  of  this  proposal  is  problematical.   Large  and  increasing  suas 
have  been  spent  for  modernization  in  recent  years,  without  making  auch 
of  a  dent  in  the  problem  of  deteriorating  public  housing.   Possibly  a 
one-year  atoritorium  might  not  make  any  dif ference— aany  repairs  can  ba 
postponed  for  a  while.   Out  it  could  speed  up  the  rate  of  decay  and 
result  in  higher  costs  later.   (Whatever  the  level  of  funding,  the 
change  in  the  method  of  financing  modernization  is  highly  desirable 
and  will  ulti.natsly  save  the  federal  govcra-nent  billions  of  dollars  in 
interest  cost.) 
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All  in  all,  tiie  freeze  would  not  have  much  effect  on  the  people 
now  living  in  subsidized  housing,  just  as  the  changes  in  other  welfare 
programs  would  not  greatly  affect  their  beneficiaries.   The  reductions 
in  Aost  safety  net  programs  primarily  result  from  freezes  or  other 
limitations  on  the  growth  of  administrative  costs,  particularly  those 
of  the  state  and  local  governments  that  actually  run  most  of  the 
programs.   Very  few  changes  would  actually  reduce  real  benefits  for 
the  poor. 

Dut  the  freeze  also  does  not  have  much  effect  on  HUD's 
expenditures.   It  would  save  about  $350  million  i^  1986  and  $700 
million  in  1987  and  later,  compared  to  last  year's  budget.  That  is 
not  a  large  share  of  the  $10  billion  HUD  spends  annually  on  subsidized 
housing.   The  saving  in  budget  authority  is  much  larger,  but  over  the 
next  five  years  would  amount  to  only  about  $3.5  billion. 

I  recognize  the  imperative  of  reducing  the  federal  deficit. 
Indeed,  the  American  Enterprise  Institute  is  shortly  publishing  a  book 
on  the  problems  occasioned  by  the  deficit,  and  I  have  contributed  to 
that  book.   I  am  willing  to  see  a  brief  moritorium  on  additional 
subsidized  units  in  order  to  bring  down  the  deficit.   But  I  would  like 
to  see  progress  resumed  toward  a  long-term  goal  of  making  housing 
assistance  available  to  all  poor  families.   Perhaps  Congress  can  find 
soma  other  way  of  saving  $3.5  billion  over  the  next  five  years,  to 
permit  further  progress. 

The  Administration  has  been  unwilling  to  make  a  commitment  to  an 
entitlement  housing  program.   This  is  understandable.   Housing 
pro^raxs  have  invariably  cost  more  than  originally  expected  and  have 
udveloi^dd  unforeseen  problems  as  tney  have  expanded.   rurthermor<3,  the 
Aor.tini^tration  has  naJ  to  wrastle  for  several  years  with  the  budgetary 
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consequences — largely  unexpected — of  entitlement  pcograois  enacted  in 
the  past.    It  may  be  forgiven  foe  being  unwilling  to  move  toward  a 
new  one.   But  the  basic  unfairness  of  federal  housing  programs 
continues  as  a  result. 

Moreover,  an  entitlement  program  would  also  simplify  other 
housing  policy  problems.   This  administration,  like  the  last  thre«, 
has  confronted  continually  rising  operating  subsidy  and  modernization 
costs  in  public  housing.  Also  like  the  last  three,  it  has  not  had 
great  success  in  controlling  them.   It  is  not  possible  to  address 
tnese  problems,  except  on  a  piecemeal  basis,  under  present  policy. 
But  with  a  nousing  entitlement  program  for  the  poor,  public  housing 
residents  could  be  offered  vouchers  along  with  all  other  low-incofli« 
households,  and  public  housing  authorities  would  be  subject  to  th« 
discipline  of  the  marketplace.  This  would  be  consistent  with  th« 
basic  rationale  for  the  Administration's  housing  payment  certificate 
program,   it  would  also  go  far  toward  resolving  the  much-vexed 
questions  of  modernization  needs,  and  the  sale  or  demolition  of  public 
housing  projects,  an  issui.  addressed  by  H.R.  1.   The  really  "bad" 
projects  would  be  identified  easily— by  the  decisions  of  their 
tenants,  the  people  best  able  to  judge  their  quality — and  the  local 
housing  authorities  would  have  to  either  upgrade  them,  within  th«  saiaa 
inco.ne  constraints  faced  by  private  landlords  of  decent  housing 
already  occupied  by  the  poor,  or  else  remove  them  from  the  inventory. 
H.R.  1 

The  nousing  bill  before  this  Subcommittee  has  several  strengths. 
It  in  e£f3ct  reaffir.ns  tiie  national  nousing  goal  of  "a  decent  homo" 
for  All  A.^srican  families  tliat  has  been  the  avowed  object  of  public 
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policy  since  1949.   It  proposes  to  help  some  of  those  Americans  who 
have  not  yet  achieved  a  decent  home — who  have  not  shared  fully  in  the 
very  substantial  housing  improvements  that  our  country  has  enjoyed  in 
the  last  four  decades.   And  it  attempts  to  address  the  problems  of 
tne  homeless,  which  have  become  a  matter  of  increasing  public  concern. 
All  these  purposes  are  worthy. 

Unfortunately,  H.R.  1  seeks  to  meet  the  remaining  housing 
problems  of  the  poor  in  large  part  through  programs  that  have  proven 
unsatisfactory  in  the  p9St.   Over  half  of  the  additional  subsidized 
units  that  it  authorizes  would  be  new  or  rehabilitated.   This  approach 
is  a  return  to  the  policies  of  the  Carter  Administration,  emphasizing 
new  construction.   Ad  a  result,  H.R.  1  turns  out  to  be  an  expensive 
way  to  make  relatively  little  progress.   It  proposes  to  double  last 
year's  budget  authority,  in  order  to  add  only  about  25  percent  more 
subsidized  units.   There  would  be  an  additional  27,500  subsidized 
units,  at  a  cost  of  $4.7  oillion  additional  budget  authority.   That 
translates  into  a  cost  of  about  $170,000  for  each  of  the  additional 
units.   The  cost  is  so  high  primarily  because  H.R.  1  would  build 
22,033  more  public  housing  and  Section  202  units;,  that  adds  almost  $4 
billion  to  the  budget.   In  addition,  H.R.  1  prefers  the  more-expensive 
>!oderate  Rehabilitation  program  over  regular  Section  8  Existing 
housing,  and  the  more-expensive  Section  8  Existing  program  to  the 
voucher. 

The  hicjh  cost  of  each  additional  subsidized  unit  >T.eans  that,  even 
under  :{.R.  1,  the  nation  will  :nove  only  very  slowly  toward  the 
national  housing  goal.   The  "lottary"  problem  will  remain;  another 
;i.in::fjl  of  poor  fa.nilies — who  .nay  or  may  not  live  in  l)ac  housing  to 
^a.jii:    .itn--will  receive  very  substantial  oenefits,  while  cany  .nore 
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receive  nothing.   This  prcblent  of  fairness  si.iiply  cannot  oe  solv«d 
through  new  construction  programs.   Congress  has  never  been  willing  to 
authorize  rauch  more  than  the  amount  contained  in  H.R.  1,  in  any  sinql« 
year,  and  we  have  never  been  able  to  find  an  inexpensive  way  to  build 
new  housing  for  the  poor. 

SOLUTIONS  TO  OUR  HOUSING  PROBLEMS 

TO  summarize,  we  have  a  large  and  growing  stock  of  decent  housing 
in  tne  United  States.   But  it  is  increasingly  expensive.  This  is  trus 
for  the  poor  as  well  as  for  the  rest  of  us.   They  arc  not  as  wsll 
housed  as  most  people,  but  the  vast  ma3ority  of  them  also  have  snough 
space  and  live  in  physically  adequate  housing — most  of  the  tins;  and 
wnen  something  goes  wrong  with  their  housing,  thsy  get  it  repaicsd  and 
again  liv6  in  adequate  housing.   For  most  of  theoir  their  housing  is^ 
provided  by  private  enterprise,  without  subsidy.  But  they  have  to  uss 
a  large  share  of  their  income  to  pay  for  it. 

If  this  is  the  problem,  what  is  the  solution? 

The  obvious  solution  is  to  help  poor  people  meet  the  high  and 
rising  costs  of  the  adequate  housing  that  most  of -them  already  live 
in.   That  solution  implies  financial  assistance  to  the  poor,  instssd 
of  either  a  .noritorium  on  further  help,  as  proposed  in  the 
aa;ninistration' s  budget,  or  construction  of  new  housing,  as  proposed 
in  M.R.  1. 

This  Subcommittee  has  heard  several  witnesses  argue  for  the 
latter  approach,  on  the  jrounds  that  there  is  a  shortage  of  low-incoAe 
or  lo'».-cost  nou3in;.j;  oecause  of  tne  Siiorta^je,  they  have  ur-jeJ  that 
rota   low-inco.r.e  iiousin^  be  ouilt.   This  ia  too  narrow  a  view  of  the 
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housing  .-narkct.   We  already  have  90  eiillion  units  available  for  230 
xillion  people;   If  there  is  a  shortage  of  low-cost  housing,  there 
aiust  certainly  be  a  surplus  of  aiiddle-priced  and  high-cost  housing. 
It  is  simpler,  faster,  and  less  expensive  to  help  the  poor  live  in 
some  of  that  surplus  housing,  rather  than  to  try  to  turn  the  shortage 
of  low-cost  housing  into  a  surplus  as  well,  by  building  more  units 
specifically  for  them. 

Instead  of  building  more  low- income  housing,  we  should  be  making  ' 
better  use  of  the  housing  that  we  already  have.  We  can  do  this, 
efficiently  and  inexpensively,  by  expanding  the  housing  allowance 
experiments  into  a  full- fledged  program.  The  voucher  is  a  proven 
means  of  solving  the  most  widespread  housing  problems  affecting  the 
poor  in  America  today.  Ke  know  that  it  will  solve  these  problems,  at 
reasonable  cost.   It  is  more  cost-effective  and  provides  greater 
freedom  of  choice  to  the  poor  than  the  Section  8  Existing  Housing 
program.   I  hope  Congress  will  extend  its  benefits  to  more  poor 
people,  rather  than  returning  to  the  more  expensive,  inefficient,  and 
ultimately  unsatisfactory  programs  that  have  been  tried  and  found 
wanting  in  the  past. 
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Qiairman  Gonzalez.  I  would  like  to  make  a  few  general  oom- 
ments;  maybe  ask  a  question  or  two. 

Dr.  Hartman,  one  thing  I  am  grateful  to  you  for  is  that  you 
make  me  look  like  a  real  Keaganite  conservative.  H.R  1  looks  so- 
cialistic to  my  colleagues  on  tl^  left— and  I  say  'left"  because  thqr 
are  on  the  left  in  this  case,  physically. 

I  just  feel  that  what  you  have  presented  inevitably  is  going  to 
happen.  What  I  fear  is  how  it  is  going  to  happen,  the  way  we  are 
going.  There  is  no  question  in  mv  mind  that  we  are  in  the  procesB 
of  creating  very,  very  distressful  social  conditions  that,  given  die 
experience  in  other  countries,  end  in  rather  unhiqipy  ocmmtioiis  for 
remedy  and  for  dispassionate  solution. 

I  think  you  have  the  idea.  I  adhere  to  it.  But  I  am  mofodermg, 
while  we  wait  for  the  revolution,  if  you  could  join  me  in  keepins 
something  alive  here  on  H.R.  1.  Whiat  it  really  amounts  to,  as  I 
said  at  the  outset,  is  not  representative  of  what  I  know  is  the  need 
for  the  programs.  But  it  is  me  only  thing  we  have  ^ot 

In  the  mean^TiHbile,  even  though  it  is  minimal,  it,  I  believe,  will 
keejp  feith  with  being  responsive  to  what  obviously  is  needed. 

We  have  had  endless  testimony  over  the  last  4  years,  particalariy 
this  time.  We  actually  have  b^^un  4  weeks  of  nearings  and  win 
wind  up  next  week.  It  just  seems  to  me  that  if  I  had  my  druthers,  I 
would  mtroduce  something  more  along  the  lines  of  what  you  have 
suggested  in  your  very  adroit  drawing  up  of  your  plan  them  what  I 
have. 

But  the  truth  of  the  matter  is  that  it  entails  a  restructuring  of 
many  other  basic  government  structures  before  I  think  we  couM 
reach  that.  What  1  am  concerned  about  is  that  we  do  something 
even  minimal  in  the  hope  that  in  the  next  2  jrears  we  could  really 
come  in  and  more  meaningfully  shore  it  up. 

This  is  a  multiple  body,  and  this  time  we  have  in  power  those 
directors  of  our  executive  branch  who  have  always  been  against 
even  the  minimal  programs,  and  who  are  no  more  suj^portive  than 
they  ever  have  been  in  the  past  30  yeais.  That  is  on  the  one  hand. 

Chi  the  other  hand,  we  have  congressionally  accepted  and  man- 
dated programs  and  policies  that  came  into  place  after  mudi 
debate,  some  for  44  years  that  would  be  zeroed  out,  and  will  be,  if 
we  do  not  accept  the  basic  thrust  of  H.R  1,  which  really  has  in 
mind  the  reaffirmation  and  reauthorization  of  the  basic  assisted 
housing  programs. 

I  think  that  your  presentation  has  not  only  been  imaginative — ^it 
is  seminal,  it  is  creative,  wUch  I  love;  and  not  negative,  which  is 
what  I  have  been  distraught  about  because  we  have  had  to  be  in 
the  past  few  years. 

In  the  case  of  Professor  Roistacher's  presentation,  which  is  most 
invaluable  to  us,  we  have  been  referred  to  the  British  experiment.  I 
know  that  your  pictures  are  almost  100  percent  in  Scotland. 

Does  that  have  any  meaning,  vou  know— the  frugal  Scot^  Is 
there  any  real  significance  in  that? 

Ms.  RoiSTACHER.  When  I  was  in  Britain,  I  didn't  always  carry  my 
camera.  In  the  course  of  my  visit  to  Scotland,  I  was  given  a  veiy 
good  tour.  But  I  should  note  that  in  Glasfprn,  which  is  the  location 
of  many  of  those  photographs,  that  council  housing  is  about  70  per- 
cent of  the  stock. 
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Glasgow  is  a  city  with  just  about  the  highest  proportion  of  coun- 
cil housing,  so  that  it  was  a  logical  one  on  which  to  focus. 

Chairman  Gonzalez.  Certainly. 

Ms.  RoiSTACHER.  The  photoglyphs  are  not  what  I  would  call  a 
fully  representative  sample,  but  I  think  they  give  you  some 
idea 

Chairman  Gonzalez.  Yes. 

Ms.  RoiSTACHER  [continuing].  Of  how  good  council  housing  can 
be;  and  also  that  there  is  some  council  housing  that  reminds  us  of 
the  not  so  good  public  housing  that  we  sometimes  encounter  in  the 
States,  as  well. 

Chairman  Gonzalez.  Yes,  I  do  appreciate  that. 

We  recognize  at  this  point  my  very  wonderfid  friend  here  and 
colleague  Mr.  Levin  from  Michigan,  because  he  is  going  to  have  to 
leave. 

Mr.  Levin.  Thank  you  very  much. 

I  am  glad  I  had  a  chance  to  hear  most  of  the  testimony.  I  did 
have  a  chance  to  scan  the  piece  that  I  missed. 

I  am  sorry  in  many  ways  that  it  turns  out  you  are  testifjring 
during  a  break  period,  because  I  think  this  has  been  a  very  ration- 
al discussion  of  the  housing  issues  compared  to  the  heat  of  yester- 
day. This  has  been  calm  maybe  more  so  than  predicted. 

The  differences  among  you  are  great,  maybe  not  as  great  in  some 
instances  as  one  might  suspect.  So  I  am  sure  we  will  be  distributr 
ing  this  to  all  the  Members. 

Chairman  Gonzalez.  Yes. 

Mr.  Levin.  Redistributing,  Mr.  Chairman. 

Let  me  just  suggest  one  comment.  Unfortunately,  terms  in  Wash- 
in^n  b^in,  if  they  are  appealing,  to  be  applicable  to  almost  any- 
thmg  with  almost  any  meaning.  And  your  definition  of  the  freeze, 
or  your  use  of  "freeze,"  Dr.  Weicher— a  freeze  usually  means,  I 
think,  that  we  maintain  the  present  year's  expenditures — not  that 
we  eliminate  them  through  a  moratorium. 

So  I  just  suggest  that  you  use  the  term  "freeze''— when  you  mean 
"elimination'^or  a  couple  of  years,  or  moratorium,  however  one 
wants  to  call  it.  You  mcike  some  arguments  for  it.  But  that  isn't  a 
freeze  within  our  parlance,  anyway. 

When  we  talk  about  a  freeze  on  the  military  expenditures  or 
freeze  on  health  expenditures,  we  don't  mean  we  are  going  to 
spend  nothing  next  year  and  nothing  the  vear  thereafter,  and  tiien 
pick  them  up  the  following  year;  right?  And  what  the  Reagan  ad- 
ministration has  proposed  is  not  a  freeze  when  it  comes  to  the 
housing  area  but,  except  for  the  subsidy  continuation,  a  halt.  Use 
whatever  epithet  one  might  use, 

Mr.  Weicher.  I  used  ue  term,  "with  malice  aforethought,"  Mr. 
Levin.  It  is  a  freeze  on  the  total  number  of  people  who  wm  receive 
housing  assistance.  It  is  a  freeze  on  the  amount  of  assistance  they 
receive.  It  is  close  to  a  freeze  on  outlays.  It  is  not  a  freeze  on 
budset  authori^  because  of  the  way  we  fmance  subsidized  housing. 

Mx.  Levin.  Right. 

Mr.  Weicher.  Ninety  something  percent  in  new  authority  during 
1986  and  again  in  1987,  but  it  seems  to  me  this  goes  to  the  point  I 
was  making,  that  housing  is  not  an  entitlement  program;  that  it 
seems  to  me  what  we  are  doing  in  this  budget  is  treating  housing 
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in  the  same  way  that  we  are  treating  other  low-income  benefit  pro- 
grams. 

We  are  helping  the  people  that  are  now  in  the  programs  in  the 
same  way  that  we  helped  them  in  the  past,  period.  We  are  not 
hurting  them.  We  are  not  adding  to  the  benefits  that  th^  or  other 
people  receive.  In  the  case  of  food  stamps  and  Medicaid,  there 
aren't  that  many  other  people  to  be  helped  who  are  eligible  and 
beating  down  the  doors.  IT  they  want  it,  it  is  there.  But  because  we 
don't  treat  subsidized  housing  as  an  entitlement,  we  get  into  this 
kind  of  a  problem. 

Mr.  Levin.  OK,  I  think  I  understand  that.  I  am  just  saying  that 
in  terms  of,  we  tend  to  talk  about  a  fireeze  in  relationship  to  budget 
authority.  I  think  that  is  the  common  usage  of  the  term,  'Creese,'' 
because  if  you  begin  to  apply  it  to  the  number  of  recipients,  as  you 
say  we  have  a  very  difiierent  situation.  I  must  say,  to  just  finish  n^ 
remarks,  I  think  a  good  reason  for  much  of  the  heat  yesterday  is 
that  there  isn't  much  credibility  on  the  part  of  the  administration 
when  it  says — comes  here  and  says  we  are  just  talking  about  a 
moratorium  for  a  year  or  two. 

The  Voucher  Program,  which  has  created  a  lot  of  controversy 
within  our  ranks,  as  you  know,  after  a  couple  of  years,  is  barely  off 
the  ground.  Now  the  administration  whidi  pushed  it  wants  to  halt 
it,  at  least  they  say  temporarily.  Therefore  your  statement  of  con- 
cern for  and  commitment  toward  programs  of  housing  for  lower 
income  families  in  American,  your  statements  simply  are  not  credi- 
ble. 

They  really  aren't.  We  had  another  example  here,  and  I  just  say 
this  because  I  think  there  should  be  some  back  and  forth,  it  is  im- 
portant for  you  outside  of  the  halls  to  understand— to  glimpse 
where  we  thmk  we  are  coming  from.  We  had  another  example  yes- 
terdav  in  relationship  to  235  where  regulations  hadn't  been  pub- 
lished a  year  and  half  or  whatever  it  was,  after  the  enactment  of 
the  law. 

When  I  was  in  an  administrative  position,  if  anvbody  conducted 
themselves  that  way  they  would  have  been  fired.  If  they  were  polit- 
ical, appointees  they  should  have  been  fired.  If  they  were  dvil  serv- 
ants, if  they  weren't  fired  there  should  have  been  a  reprimand.  So 
the  dialog  that  you  could  help  enhance  here  today,  umortunately, 
is  difficult  to  carry  on  when  there  is  in  the  eyes  of  so  many  of  us 
just  a  lack  of  credibility  as  to  commitment  or  as  to  implementetion. 

I  think  it  very  much  undercuts  your  statements,  because  jrou  are 
very  gingerly,  to  put  it  mildly,  with  an  administration  whose 
record  in  housing  in  the  eyes  of,  I  think,  all  of  us  on  this  side,  is  so 
bleak. 

Mr.  Wkicher.  I  can't  speak  for  the  administration.  I  am  not  here 
to  speak  for  anyone  accept  myself.  I  don't  know  why  it  has  taken 
so  long  to  get  the  voucher  demonstration  going.  I  know  10  jears 
ago  the  Section  8  Existing  Housing  Program  was  established  niurly 
quickly  and  there  is  good  evidence  that  j^u  can  establish  an  exist- 
ing housing  program  faster  than  you  can  start  a  new  constructiim 
proffram  or  expand  it. 

My  point  on  what  the  administration  is  doing,  I  think  they  have 
the  right  policy.  I  wish  they  would  pursue  it  faster.  That  is  what  I 
tried  to  say.  I  think  if  you  look  at  the  programs  for  the  poor  in  this 
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budget,  beyond  housing,  you  see  a  pattern  where  they  have  left 
them  essentially  alone  while  they  have  been  through  any  number 
of  other  programs  which  aren't  specifically  for  the  poor  and  cut 
them  very  deeply. 

But  if  you  look  across  the  safety  net  programs,  the  low  income 
benefit  programs,  income  security  programs,  basically  they  are 
leaving  them  alone  and,  I  think  what  they  are  doing  in  housing  is 
consistent  with  that.  It  looks  different,  as  I  said,  because  it  is  not 
an  entitlement. 

Mr.  Levin.  I  ^ust  think  some  of  the  people  who  are  poeitioned 
with  the  administration  should  realize  first  of  all  the  administra- 
tion's record  reflects  on  tlieir  persuasiveness  and  your  persuasive- 
ness, and  second,  that  maybe  people  who  are  allied  on  a  particular 
point — I  am  not  talking  generally — need  to  be  a  little  more  strin- 
gent with  the  people  with  whom  they  say  they  agree  within  policy. 

Policy  doesn't  mean  anything  if  there  is  no  product.  One  last 
thought:  I  come  from  a  custrict  where  there  are  applications  for 
two  senior  citizen  housing,  beyond  the  allocation  to  Michigan,  the 
whole  State.  As  far  as  the  residents  there  are  concerned,  the  pro- 
gram is  working  well.  I  think  that  is  true.  I  have  been  in  those 
units  enough  to  say  the  people  feel  they  are  working  very  well. 
They  don't  think  government  is  their  enemy.  And  I  thmk  we  need 
to  address  ourselves  to  what  will  take  the  place,  what  happens  in 
the  meanwhile. 

Yesterday,  they  could  not  even  indicate  how  many  units  were 
contained  in  applications  filed.  I  say  this  because  I  think  it  is  so 
important  that  you  realize  that  your  comments  aren't  perceived  in 
a  vacuum.  I  hope  you  understand  the  strength  of  feeling  with 
which  we  bring  to  this  discussion.  Yours  was  very  rational  indeed.  I 
hope  to  find  a  way  to  get  across  this  point  to  those  of  you  who  have 
communications  within  the  administration. 

Well,  Mr.  Chairman,  that  wasn't  a  question. 

Chairman  Gonzalez.  You  are  very  insightfiil.  We  are  very  fortu- 
nate to  have  Congressman  Levin  among  us.  All  I  can  say  is  that 
the  issues  you  raise  and  commented  on  are  very  pertinent.  I  know 
what  happened  yesterday  still  kind  of  clouds  the  environment  in 
this  room  today,  so  to  speak.  But  what  you  said  is  very  true.  There 
is  a  presupposition  here  among  the  witnesses  today  that  we  are 
workmg  with  an  honestly  motivated  administrator. 

The  reality  is  that  this  is  what  motivates  our  problem,  that  we 
have  not  been  working  with  an  administrations  such  as  this  one.  I 
have  been  here  24  years,  and  I  have  worked  with  six  different 
Presidents.  This  same  administration,  instead  of  faithfully  executr 
ing  laws  which  are  shaped  here,  has  the  idea  that  if  you  don't  like 
a  program  or  you  are  committed  to  ending  what  is  described  as  a 
wasteful  and  unneeded  program  or  policy,  or  you  cannot  get  the 
congressional  approval  to  do  that,  then  you  do  it  through  indirec- 
tion. 

The  President,  for  example,  had  sworn  in  1980,  that  he  would  do 
everything  in  his  power  to  eliminate  the  newly  created  Department 
of  Education,  and  the  Department  of  Energy. 

Well,  the  Congress  would  not  do  that.  Congress  had  acted  just  re- 
cently in  creating  the  Department  of  Education.  So  the  next  thing 
that  has  been  done  is  to  nullify  the  structure  and  the  impact  of  the 
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programs  by,  in  the  case  of  certain  agencies,  not  filling  podtioiui 
which  are  vacant.  This  has  happened  in  the  Department  d  Energy 
to  a  point  where  it  is  really  a  skeleton  enterprise. 

In  the  Department  of  Education,  all  we  have  to  do  is  just  go  back 
and  talk  to  our  loccd  independent  school  districts  and  we  can  see. 
But  in  HUD,  what  is  most  distressing  is  that  the  rule  and  regula- 
tion, or  lack  of  rule  and  regulation — programs  in  effect  are  killed 
which  the  Congress  has  approved  and  mandated.  I  would  like  to 
say  specifically  though — and  this  would  be  to  the  three  paneliflts^ 
Dr.  Roistacher,  Butler,  and  Weicher— first,  when  we  make  compari- 
sons with  other  countries,  such  as  England  or  Britain,  we  must 
keep  in  mind  the  reality  of  an  entirely  different  class  structure  and 
history  that  is  very  present. 

I  think  Dr.  Roistacher  very  well  pointed  out  bv  sajring  that  the 
poor  in  the  housing  councils  in  Britain  are  much  less  poor  than  the 
American  occupants  of  public  housing.  But  that  does  not  reflect  the 
homogeneous  compared  to  the  United  States  pluralistic  type  of  so- 
ciety which  has  to  be  reflected  in  the  type  of  housing  that  is  devel- 
oped in  a  given  society,  so  that  when  we  speak  of  the  selling  or  the 
providing  of  ownership  to  those  tenants  in  assisted  housing,  it  is  in 
England  or  the  United  States. 

We  must  keep  that  uppermost  in  mind  first.  And,  then,  second, 
the  very  specific  statistic  that  all  of  the  assisted  housing  stock,  in- 
cluding now  the  nonconventional  public  housing  that  everyone  of 
us  thinks  of  when  we  think  of  public  housing,  is  iust  idbout  one 
person  or  a  little  bit  more  in  this  country.  So,  you  know,  what  we 
are  doing  when  we  advocate  that.  Are  we  really  trying  to  help  the 
poor  to  acquire  homeownership,  or  are  we  thinking  ci  something 
else? 

I  wanted  to  thank  Professor  Roistacher  for  mentioning  that  per- 
haps there  were  other  motives  than  aflflisting  the  poor  achieve 
homeownership.  In  the  case  of  vouchers.  Dr.  Butler,  first  I  want  to 
thank  you  because  I  believe  it  was  late  last  summer  that  I  received 
a  copy  of  the  study.  The  Secretary  of  HUD,  in  answer  to  our  ques- 
tions and  our  pleas,  stated,  well,  there  wasn't  anything  the  admin- 
istration was  going  to  present  or  at  least  the  Department  of  HUD, 
until  the  President  appointed  his  housing  commission,  and  that  it 
was  just  in  gestation,  and  that  he  expected  it  would  be  mandated  to 
come  in  with  a  report  within  6  months.  So  we  temporized  all  that 
year. 

When  the  commission  met,  though,  what  I  think  has  been  over^ 
looked  by  you  and  Dr.  Weicher,  is  that  the  President  set  fixed  pa- 
rameters within  which  he  wanted  that  commission  to  come  in,  and 
one  was  no  matter  what  you  come  up  with,  it  cannot,  it  must  not 
be  an  entitlement  program. 

Now,  the  truth  of  Uie  matter  is  that  my  home  district  is  one  of 
the  areas  in  which  the  administration  announced  last  year  that 
would  be  a  voucher  demonstration  city.  As  of  last  wedL,  the  hous- 
ing director  authority  did  not  know  anything  other  than  what  be 
read  out  for  press  purposes  when  it  was  announced. 

Yesterday,  the  Secretary  of  HUD  astoundincdy  did  not  se«n  to 
know  why  there  has  been  a  delay  in  the  Voudber  Program  impto- 
mentation.  In  the  case  of  vouchers,  his  explanation  for  the  delay  in 
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the  implementation  was  some  vague  reason  why  the  Congress  was 
to  blame,  though  he  never  really  articulated  that 

Judging  by  me  experiment  in  my  district,  the  waiting  list  in  the 
city  of  San  Antonio  for  public  housing  occupancy  is  over  10,000. 
The  Voucher  Program  would  provide  an  income  for  that  purpose  of 
housing  for  a  family,  but  which  in  San  Antonio  would  reduce  them 
to  subsidizing  the  slum  landlord.  There  would  be  no  place  else  that 
they  would  be  admitted  in  San  Antonio  affordably,  with  the  size  of 
the  voucher  and  with  the  net  income  available  to  that  family. 

The  net  family  income  in  my  district,  which  is  the  heart  of  the 
city  of  San  Antonio,  is  the  poorest  one  in  the  entire  State,  so  that  it 
is  cruel,  very  cruel  to  do  that,  to  raise  the  iUusion  that  a  housing 
voucher  is  going  to  be  some  kind  of  an  extension  or  maybe  even  a 
substitute  for  public  housing  that  will  give  freedom  of  choice. 

The  reality.  Dr.  Butler,  is  that  there  is  very  little  freedom  of 
choice  to  that,  or  any  choice  at  all.  Because  even  the  slum  dweU- 
ings,  which  still  remain  in  our  city,  are  very  hard  to  get  into.  The 
fact  is.  Dr.  Weicher,  that  your  desire  to  extend  and  make  it  possi- 
ble for  every  eligible  poor  person  to  receive  a  voucher  would  mean 
that  in  effect  you  are  asking  for  an  entitlement  program.  This  is 
exactly  what  this  administration  says  will  never  happen  over  its 
dead  body. 

We  have  to  be  realistic  in  the  light  of  that.  But  even  further 
than  that,  if  we  were  to  do  that,  our  statistics  show  there  are  about 
11.8  million  very  low  income  renters.  If  the  amount  presently  con- 
templated being  given  in  the  form  of  a  voucher  were  given  to  those 
11.8  million,  we  would  have  a  net  cost  of  $41.3  billion.  Now,  inters 
estingly  enough,  that  is  just  about  the  amount  of  money  that  we 
subsidize  the  rich  and  the  upper  income  through  our  tax  expendi- 
ture programs. 

The  basis  for  our  having  the  figures  we  have  in  H.R.  1  for  assist- 
ed housing  is  that  we  have  a  liUle  more  than  50  percent  of  that 
figure  on  the  basis  that  if  we  are  willing  to  give  that  much  of  aid  to 
the  middle  and  the  upper  income  bracket  .Ainericans  through  indi- 
rect tax  subsidies,  then  the  least  we  could  do  is  give  a  modicum  of 
a  little  less  than  that  to  poor  persons.  But  it  is  like  democracy.  The 
cure  for  democracy's  ills  is  not  to  inaugurate  a  tyrant  or  an  author- 
itarian. It  is  to  have  more  democracy.  We  must  also  work  at  many 
other  levels  which  you  referred  to.  One  of  you  did.  I  want  to  advise 
that  I  have  sought  and  have  asked  the  chairman  of  the  Ways  and 
Means  Committee  to  find  time  to  listen  to  us.  In  the  meanwhile, 
they  are  working  on  policies  that  could  knock  out  the  base  for 
many  of  the  innovative  self-help  programs  that  we  have  been  hear- 
ing witnesses  all  day  today  testify  on,  that  have  worked  very  well 
with,  private  funds  and  a  modicum  of  local  and  State  aid. 

So  what  I  am  sa3ring  is  that  I  am  not  trying  to  minimize  the  im- 
portance and  the  seriousness  of  your  presentation.  I  am  saying  that 
we  have  to  look  at  it  in  a  far  more  realistic  framework  of  reference 
with  respect  to  our  particular  milieu.  It  is  a  beautiful  country,  but 
it  is  very,  very  diverse,  and  we  ought  to  at  least  not  kill  off  the 
modicum  of  help  that  is  represented  by  the  policies  now  in  place  in 
the  name  of  hoping  for  something  better. 

Now,  we  know  tnat  we  are  confronted  with  the  dilemma  that  the 
Secretary  announced  yesterday.  I  think  each  one  of  you  will  agree 
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upon  this;  that  when  we  speak  of  housing,  unlike  some  of  the  other 
essential  programs,  we  are  talking  about  something  that  realistical- 
ly you  cannot  say  I  am  going  to  have  a  moratorium  for  2  years,  and 
at  the  s€une  time  say  that  you  want  to  have  housing.  Because  hous* 
ing,  when  it  is  production,  renovation,  or  when  it  is  providing  sala- 
ble units  in  an  affordable  way,  you  cannot  turn  it  off  like  a  water 
faucet;  not  in  our  system. 

And  therefore,  what  we  must  face  is  that  unless  we  can  come  up 
with  an  immediate  substitute  for  that  now  in  place,  even  temporar- 
ily, say  for  2  years,  we  cannot  talk  in  terms  of  what  we  would  like 
to  have  on  the  assumption  that  what  we  have  now  will  still  be  in 
place,  because  it  won't  be. 

I  don't  see  how  in  the  world  we  could  seriously  say  that  we  could 
consider  a  viable  voucher  program  unless  it  were  an  entitlement 
program.  Otherwise  even  though  you  do  intend  to  discount  that, 
Dr.  Butler,  the  fact  is  that  what  we  are  doing  is  preempting  even 
that  meager  stock.  And  you  are  also,  I  do  not  think,  anticipating 
the  reality  down  the  line;  for  instcmce,  the  legal  complications.  In 
my  State,  for  example — let  us  say  that  we  do  come  curound.  We 
enable  tenants  to  purchase.  From  a  legal  standpoint,  do  we  provide 
them  with  a  warranty,  which  means  they  have  equity  or  it  is  a  con- 
ditional sales  contract,  which  has  been  so  abusively  and  so  harmful 
to  those  on  the  lowest  wrung  of  the  economic  ladder,  no  matter 
how  much  they  pay  and  for  how  long,  they  have  no  equity. 

So  the  person  who  has  a  warranty  deed  has  title,  ^d  then  what 
control  will  the  seller  have  over  who  will  purchase  and  will  th^ 
have  means  to  keep  up  even  that  payment,  minimal  as  it  may  be. 
What  I  am  saying  is  that  I  think  it  is  a  lot  more  complex  than  it 
has  simplistically  been  presented. 

I  don  t  think  that  we  ought  to  be  in  the  way  of  anything  innova- 
tive. We  have  gone  along  and  have  accepted  it  as  a  compromise  on 
an  experimental  basis.  But  then  what  do  you  do  with  an  adnunia- 
tration  that  says  that  it  is  our  linchpin.  You  had  the  Secretary  of 
HUD  just  IV2  or  2  months  ago  addressing  the  National  Home 
Builders  Convention  sasring  this  is  going  to  be  it.  Our  Voucher  Pro- 
gram, which  we  have  insisted  on,  is  going  to  come  in  here  and  that 
is  what  we  are  going  to  depend  on. 

The  very  next  day,  the  President  announced  his  budget  in  which 
he  pulled  the  rug  out  from  the  feet  of  the  Secretary  l^  saying;  no 
money  for  a  Voucher  Program.  Why  should  we  have  included  it  in 
H.R.  1?  We  felt  that  it  is  a  carryover  experimental  program  that 
hasn't  even  been  put  into  operation.  I  am  sajring  that  we  are  not 
and  have  not  necessarily  obstructed  the  program  even  though  we 
have  been  criticcd  of  it  on  a  nonentitlement  basis. 

There  was  another  thing  that  I  think  I  wanted  to  bringout,  and 
then  in  all  fairness,  I  will  ask  for  a  comment  or  rebuttal.  There  has 
been  some  confusion  between  the  Voucher  Program  and  the  Exper- 
imental Housing  Assistcmce  Payment  Program.  I  wonder  if  vou 
could  tell  us  the  mcgor  differences  between  that  Section  8  so-caUed 
Voucher  Program  and  the  demonstration  conducted  by  HUD  in 
1971. 

We  know,  for  instance,  we  have  a  member  from  Green  Bay, 
which  was  one  of  the  demonstration  cities.  But  I  believe  he 
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trying  to  equate  that  with  the  present  Voucher  Program.  I  would 
really  like  to  know  if  we  could  have  some  comment  on  that. 

Mr.  Weigher.  The  voucher  that  the  administration  has  been  pro- 
posing is  less  flexibile,  provides  less  freedom  of  choice  to  the  tenant 
than  the  housing  allowance  experiment  in  Green  Bay  and  South 
Bend,  which  were  two  of  the  other  cities  where  it  was  in  fact  an 
entitlement  program.  A  big  difference  was  that  the  tenant  in 
Green  Bay  and  South  Bend  got  the  money  directly.  It  did  not 
first,  to  the  landlord.  It  was  not  a  contract  in  the  nrst  instcmce 
tween  the  landlord  and  the  administering  agency. 

The  tenant  had  much  broader  flexibility  in  terms  of  quality  of 
housing — standards  were  by  no  means  as  detailed  as  stcmdards  set 
in  other  Federal  programs.  That  meant  it  was  fairly  easy  to  up- 
grade the  housing  that  did  not  meet  the  standards  to  meet  them. 
There  was  a  lot  of  minor  upgrading  that  went  on  in  order  to  make 
it  qualify  for  the  program,  and  continuing  maintenance  so  the 
housing  continued  to  qualify  for  the  program. 

Basically  what  the  administration  has  proposed  and  what  we 
have  in  the  demonstration  is  something  that  is  quite  a  bit  closer  to 
section  8  existing  housing.  What  you  have  done  is  essentially  taken 
away  the  ceiling  from  the  fair  market  rent  so  that  the  tenant  can 
go,  and  if  he  wants  or  she  wants  can  rent  something  for  more  than 
the  fair  market  rent  and  pay  for  the  additional  out  of  their  own 
income. 

But  I  think,  if  I  may  expand  on  that  a  little  bit,  I  think  that  the 
experience  in  Green  Bay  and  South  Bend  tells  us  one  thing  that 
goes  to  a  point  you  made  before.  Not  all  of  the  people  eligible  for  a 
housing  allowance  will  in  fact  choose  to  participate,  anymore  than 
everyone  has  chosen  to  get  food  stamps  or  even  AFDC  or  Medicare. 
The  estimates  that  I  remember  from  those  experiments  are  that 
perhaps  50  to  80  percent  of  the  people  who  are  eligible  would 
choose  to  participate. 

That  brings  down  the  cost  from  your  $41  biUion  to  $20  to  $25  bil- 
lion. That  is  not  very  far  from  the  cost  figure  you  have  in  H.R.  1. 
And  if  I  may  sav,  again,  what  I  said  to  Mr.  Levin,  I  am  here  to 
speak  for  myself.  I  do  not  speak  for  the  administration.  I  would 
like  to  see  a  housing  entitlement  program.  I  would  like  to  see  it 
quick. 

Chairman  Gonzalez.  To  my  right  here  is  our  legal  counsel.  She 
had  just  mentioned  to  me — of  course,  that  there  is  a  vital  differ- 
ence. Dr.  Weicher.  We  have  a  30-year  stretch  out  in  H.R.  1.  TTiat  is 
a  big  difference  financiallv  and  budgetarily.  Also  this  is  a  thing  we 
find  very  difficult,  that  if  we  were  to  have  the  same  bookkeeping 
processes  for  such  programs  as  housing  as  we  have,  say,  in  defense, 
we  would  have  a  very  different  picture  of  allocations  and  costs; 
very  different. 

I  did  want  you  to  know  that  our  legal  counsel  has  been  constant- 
ly trying  to  evaluate  these  very  real  and  present  differences.  This 
is  a  staff  that  necessarily  is  involved  in  giving  the  shape  and  form 
to  the  legislation  that  we  can  conceptualize.  We  find  it  quite  hard 
to  try  to  get  the  language  that  will  carry  out  that  concept. 

Dr.  Butler? 

Mr.  Butler.  Mr.  Chairman,  I  was  merely  going  to  echo  1 
Weicher's  recommendation.  The  voucher  idea  shouldbe  an  enti 
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ment  program  with  a  single  caveat.  It  should  clearly  be  entitle- 
ment if  one  presumes  the  purpose  of  the  Federal  Government  is  to 
ensure  adequate  housing  for  low-income  people.  It  would  have  to  be 
an  entitlement  under  those  circumstances,  reople  would  have  the 
right  to  such  a  system  merely  by  virtue  of  their  income.  But  we  at 
the  Heritage  Foundation,  and  many  others,  are  always  concerned 
about  what  an  entitlement  means  in  practice.  Very  often  the  eligi- 
bility criteria  for  entitlements  have  a  habit  of  becoming  less  and 
less  strict  over  the  years  as  more  and  more  groups  are  said  to  re- 
quire such  an  entitlement. 

Therefore,  I  think  it  is  probably  true  that  within  the  administra- 
tion there  is  a  certain  amount  of  concern  about  accepting  the 
notion  of  an  entitlement,  while  agreeing  in  principle  with  the  ob- 
jective of  turning  the  Voucher  Program  into  entitlement.  I  think 
the  Voucher  Program  should  be  of  the  form  of  entitlement,  but  to 
address  ratio  concern.  Heritage  analysts  have  argued  that  perhaps 
one  might  do  it  in  the  form  of  block  grants  to  States,  with  tne  eligi- 
bility being  a  State  concern. 

If  the  States  wish  to  relax  eligibility  and  provide  the  means 
within  the  State,  that  would  be  up  to  them.  I  am  not  sure  that 
would  be  an  adequate  control  over  the  total  expenditures,  but 
something  like  that  needs  to  be  done.  There  is  a  very  widespread 
belief  that  the  goal  of  vouchers  and  entitlement  to  vouchers  is  very 
worthy.  There  is  just  a  great  deal  of  concern  about  how  one  con- 
trols the  costs  and  ensures  that  vouchers  are  truly  targeted  to 
those  one  is  seeking  to  assist. 

Mr.  Hartman.  Might  I  make  a  comment  on  the  same  point? 

I  am  rather  surprised,  and  I  guess  pleasantly  so,  to  hear  both  Mr. 
Weicher  and  Mr.  Butler  agree  that  a  housmg  voucher  program 
should  be  an  entitlement. 

Mv  sense  is  that  if  we  were  really  to  do  that,  the  cost  figures 
would  in  fact  be  even  higher  than  what  you,  Mr.  Chairman,  nave 
expressed.  And  that  is  because  the  administration's  figures  on 
what  the  amount  of  the  voucher  would  be  are,  in  my  view,  entirehr 
too  low  to  actually  enable  households  to  secure  decent  housing  with 
that  voucher  payment.  If  we  had  a  realistic  voucher  pajrment,  and 
multiplied  it  out  by  the  11.8  million  households,  as  you  sumestad, 
the  figure  would  start  off  much  much  higher  than  the  $41  oillion, 
and  in  fact  would  keep  on  inflating  because  the  housing  stock  is 
totally  inadequate. 

I  don't  see  how  anyone  can  maintain  there  is  enough  decent 
moderately  priced,  adeouately  sized  housing,  vacant,  and  available 
for  all  those  folks  walking  around  with  their  vouchers.  Without 
controls— and  I  don't  think  either  of  the  two  gentlemen  on  wj 
right  would  agree  there  should  be  a  strict  program  of  cost  controls 
in  connection  with  the  voucher— the  price  inflation  would  be  stag- 
gering. The  $41  billion  figure  would  keep  on  rising  very  very  Cast  I 
think  it  is  important  to  recognize  that  If  we  had  an  adequate 
Housing  Entitlement  Program  that  reallv  works  in  the  sense  oiF  en- 
abling people  to  go  out  and  get  decent  housing,  I  cannot  conceive 
that  almost  everyone  who  is  entitled  to  that  would  not  go  out  and 
get  it.  There  might  be  a  few  people  who  don't  like  it  in  prindide, 
don't  like  the  paperwork,  don't  hear  of  it  But  if  that  program  is 
available  and  publicized  very  close  to  100  percent  of  the  people  eli- 
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gible  would  go  after  it.  But  that  is  a  very,  very  expensive  way  of 
doing  it. 

That  is  why  in  our  proposal  we  are  suggesting  ways  to  reduce 
cost  of  housing  so  that  if  the  Government  is  going  to  go  in  with 
those  kinds  of  subsidies,  the  costs  are  controlled  and  are  markedly 
lower.  The  way  I  propose  is  much  cheaper  than  vouchers. 

Chairman  Gonzalez.  Dr.  Roistacher? 

Mr.  Roistacher.  I  would  like  to  make  a  number  of  comments  fol- 
lowing up  on  all  three  of  my  colleagues. 

I  really  think  that  the  voucher  is  conceptually  better  designed 
than  section  8  was.  It  is  conceptually  better  designed,  as  Dr. 
Weicher  pointed  doubt,  because  a  household  would  be  able  to  spend 
more  than  the  voucher  on  housing  or  a  household  would  be  able  to 
spend  less  and  keep  the  difference. 

That  is  very  nice.  And  the  notion  is  that  this  would  increase  eco- 
nomic freedom.  This  comes  back  to  something  that  Mr.  Butler  just 
said.  Mr.  Butler  said  the  administration  is  concerned  about  more 
and  more  people  becoming  eligible  under  an  entitlement. 

But  what  we  have  seen  is  under  this  administration  fewer  and 
fewer  people  are  becoming  eligible  because  we  have  changed  the 
income  el^bility  rules.  Simultaneously  we  have  increased  the  por- 
tion of  income  that  must  go  to  the  voucher.  So  what  we  are  doing 
is  essentially  creating  an  ideal  structure  which  might  be  more  effi- 
cient. But  we  are  making  it  practically  impossible  to  increasg  eco- 
nomic freedom  by  constraining  the  amount  of  money.  So  I  think 
that  is  one  very  serious  problem. 

Second  of  all,  I  would  like  to  note  that  there  is  some  question  of 
generalizing  from  the  EHAP  experiment  and  the  concept  of  a 
voucher  working  to  solve  the  problems  in  all  housing  markets.  And 
I  mention  that  again  because  your  reference  to  San  Antonio,  you 
suggest  it,  the  voucher  is  not  enough.  But  there  is  another  implica- 
tion, and  the  question  is  will  the  voucher,  by  itself,  be  something 
which  provides  more  and  better  housing  or  will  it,  as  Dr.  Hartman 
suggested,  just  pull  up  rents. 

I  would  suggest  instead  of  controlling  rents  in  some  way,  that  the 
solution  is  a  voucher  plus  a  nimiber  of  other  different  types  of 
housing  remedies;  probably  some  new  construction  where  it  ia 
called  for,  or  a  lot  more  money  for  rehabilitation  of  the  housing 
stock.  We  want  to  bring  the  housing  stock  which  is  available,  but 
not  up  to  standard,  to  a  position  in  which  it  makes  sense  to  apply  a 
voucher  to  it. 

So  the  voucher  by  itself  is  certainly  not  going  to  be  the  remedy. 
Finally,  as  for  participation  levels,  the  50  to  60  percent  pariticipa- 
tion  figures  that  Dr.  Weicher  cited  are  correct  for  EHAP.  But  the 
reason  the  participation  figures  are  so  low  is  because  there  is  built 
into  the  EHAP  model  what  we  call  a  minimiun  housing  standard, 
which  sounds  perfectly  reasonable  if  we  want  to  spend  money  on 
housing  that  is  of  a  good  standard.  What  that  means,  of  course,  ia 
if  you  are  going  to  be  able  to  be  eligible  for  assistance,  you  have  to 
move  into  a  housing  unit  which  meets  that  standard  if  you  are  al- 
ready not  in  such  a  housing  unit. 

And  one  of  the  reasons  that  the  participation  rates  were  so  low  is 
that  manv  households  really  felt  that  the  combinati<m  df  having  to 
move  and  whatever  the  level  of  the  EHAP  support  was,  was  not  a 
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sufficient  inducement.  If  you  lower  the  amount  of  support  that 
people  get,  and  again  the  administration  has  done  that  uy  cutting 
eli^bility  and  increasing  tenant  contribution  levels,  you  create  a 
dismcentive.  What  that  does  is  reduce  program  costs,  but  it  ends 
up  helping  fewer  people.  So  the  low  participation  rate,  60  to  60  per- 
cent, should  not  be  viewed  as  a  favorable  aspect  of  the  Voucher 
Program. 

I  would  like  to  make  one  modest  proposal  which  I  think  is  im- 
plicit in  my  earlier  statement,  but  orings  together  many  of  the 
points  already  made  here  today.  And  that  is  if  we  are  really  com- 
mitted to  the  concept  of  an  entitlement  and  if  we  recognise  that 
Erograms  which  are  part  of  the  annual  budget  process  are  suaoepti- 
le  to  being  cut  every  now  and  then,  what  we  want  is  to  give  low- 
income  renters  and  low-income  owners  the  same  entitlement  bene- 
fits that  accrue  to  homeowners  in  general. 

What  I  suggest,  although  it  ia  certainly  not  the  appropriate  time, 
politically,  to  do  this,  is  that  we  build  in  a  Renter  Entitlement  Pro- 
gram through  the  Tax  Code — again,  a  refundable  tax  credit,  not 
just  for  home  owners,  but  also  for  renters.  In  a  sense,  it  is  a  kind  of 
voucher  that  everybody  would  be  able  to  apply  for,  and  it  is  a  re- 
fundable credit.  People  like  H&R  Block,  I  am  sure,  would  make  ev- 
erybody aware  that  such  a  thing  was  available.  And*  all  eligible 
households  would  be  entitled  to  it. 

Again,  because  it  is  basicallv  an  income  supplement,  I  view  it  as 
a  piece  of  what  you  might  call  a  negative  income  tax,  which  ia  the 
solution  probablv  that  John  Weicher  would  recoDunend,  and  per 
haps  Stuart  Butler  would  recommend.  But  it  would  be  ooistly.  But  I 
thmk  it  is  the  kind  of  thing  that  ia  worth  thinking  about 

Chairman  Gonzalez.  I  most  certainly  agree  witn  you. 

I  have  tried  to  point  out  during  the  last  3  years  that  our  Nation, 
just  like  it  has  moved  from  being  a  producing  nation  to  a  consum- 
ing or  sort  of  a  dimiping  ground,  we  are  also  doing  that  on  this 
level  because  from  a  home  owning  population,  we  are  becoming  a 
nation  of  renters,  and  there  is  very  little  law  even  at  the  State 
level  that  recognizes  any  kind  of  minimal  renter's  riafats. 

In  many  States  they  are  nonexistent.  I  do  think  that  we  are 
going  to  have  to  more  and  more  confront  the  fact  that  we  are  a 
renter  Nation.  So  I  certainly  am  most  vitally  interested  in  that  I 
had  heard  or  read,  I  believe,  of  your  proposal. 

There  is  one  question  that  has  been  suggested  to  me.  Does  the 
Experimental  Housing  Assistance  PaymentProgram  ffive  sufficient 
information  to  justify  a  full-fledged  Voucher  Program? 

Mr.  Weigher.  I  think  it  does,  Mr.  Chairman.  I  think  we  know 
more  about  how  a  housing  allowance  works  than  we  have  known 
about  anything  else  before  we  tried  it.  We  have  had  a  histoiy  with 
the  new  construction  programs,  the  last  two-  plus  decades  that 
after  6  or  7  years  we,  as  a  society  body  and  administrationa  rf  both 
parties,  come  to  the  conclusion  they  are  not  working  very  wdl  and 
try  something  else. 

We  have  had  sections  221,  235,  236,  section  8,  and  now  we  have  a 
voucher.  I  think  that  no  single  program  is  a  panacea.  But  I  do  not 
think  that  one  should  expect  that  you  will  devise  a  program  or  a 
set  of  programs  which  will  reach  everyone  who  you  would  want  to 
reach.  I  think  that  you  can  make  the  voucher  more 
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Dr.  Roistacher  says,  and  you  will  get  a  higher  participation  rate. 
You  can  set  a  housing  quality  standard  where  you  will  or  let  the 
administration  set  the  housing  quality  standard  or  the  local  au- 
thorities. And  you  will  get  more  participation  or  less  participation. 
It  seems  to  me  that  those  are  matters  that  rightftilly  ought  to  be 
decided  b^  policymakers,  but  that  they  do  not  change  the  basic 

Eolicy  which  is  or  should  be  to  provide  some  reasoanble  amount  of 
elp  to  everyone  who  you  decide  is  entitled  to  that  help. 

And  then  ^ou  decide  how  much  that  should  be,  and  how  you 
want  to  condition  that  help  on  the  qualitv  of  the  housing.  It  seems 
to  me  we  do  know  quite  a  bit  from  the  housing  allowance  experi- 
ments that  suggest  that  the  costs  will  not  be  in  the  range  of-— will 
not  be  as  great  as  the  40  billion  that  you  mentioned,  because  of  the 
lower  participation.  Some  rough  calculations  I  have  been  doing — if 
vou  would  give  people  $300  a  month,  all  of  them,  that  whole  11.8 
billion  would  get  you  a  $42  billion  expenditure. 

And  I  think  for  $300  a  month  in  most  markets  you  can  get  some- 
thing that  is  quite  reasonable,  and  that  you  will  still  not  get  an 
enormously  high  participation  rate. 

If  you  choose  to  go  the  negative  income  tax  route,  the  tax  credit 
route,  I  think  you  should  first  do  some  very  careful  comparisons  of 
what  the  benefits  now  are  that  go  to  owners  of  rental  housing  and 
how  those  benefits  get  passed  through  in  tenant  rents. 

Fundamentally,  the  difference  it  seems  to  me  is  that  if  you  are  a 
home  owner,  you  don't  pay  tax  on  what  would  be  the  rent  of  the 
unit  if  you  liv^  in  it.  You  don't  treat  it  as  income.  If  you  are  a 
tenant,  then  the  unit  you  are  in  is  getting  an  accelerated  deprecia- 
tion, which  is  something  that  in  my  view  probably  gets  passed 
through  to  you  as  the  tenant  in  a  lower  rent. 

I  think  that  the  idea  of  a  tax  credit  for  renters  is  a  reasoanble 
one.  But  I  think  you  should  be  careful  to  make  sure  you  don't  tip 
the  scales  the  other  way  and  start  creating  incentives  for  people 
who  rent  rather  than  own.  I  doubt  if  you  would  want  that. 

Chairman  Gonzalez.  If  I  may  anticipate  something  here. 

The  statement  you  just  made  reminds  me  verv  much  of  the  argu- 
ments advanced  on  the  adoption  of  the  Section  8  Voucher  Program. 
What  essentially  do  you  see  there  that  would  be  different — the  ex- 
istant  section  8  and  the  voucher? 

Mr.  Weigher.  How  does  that  differ  from  the  voucher?  Well,  it 
differs  in  the  ways  that  we  have  been  describing  before.  In  section 
8,  you  have  been  limited  to  a  fair  market  rent,  and  that  has  been 
the  ceiling  that  you  could  pay  for  the  unit.  And  you  have  had  con- 
tracts between  authorities  and  landlords. 

The  tenant,  in  some  cases,  is  finding  a  unit;  and  in  a  lot  of  cases 
somebody  is  finding  a  unit  for  him.  I  think  with  a  voucher  you  pro- 
vide the  tenant  with  additional  freedom  of  choice,  in  one  important 
way — as  we  have  said,  you  let  the  tenant  decide  how  much  they 
want  to  pay  for  a  housing  unit.  And  then  that,  I  think,  makes  a  big 
difference  in  the  way  the  program  works  on  the  individual  leveL 

Chairman  Gonzalez.  Yes. 

Mr.  Butler.  Might  I  add  to  that? 

It  seems  to  me  a  key  difference  is  that  the  marginal  dollar  from 
the  vouchers  comes  from  the  tenant  himself.  Therefore,  while 
provides  him  with  a  means  to  obtain  housing,  the  cost  decision 
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very  much  placed  on  him;  whereas,  under  section  8  you  are 
tially  providing  a  direct  payment  to  the  landlord.  You  have  a  dif- 
ferent set  of  mechanics  as  to  the  effects  on  the  decisions  and  on  the 
bai^aining  between  the  tenant  and  the  landlord. 

I  might  also  add  as  a  footnote,  it  seems  to  me  that  a  Voucher 
Program  combined  with  price  controls  on  rentals  would  be  a  disas- 
ter. It  may  be  true  there  is  an  inadequate  supply  of  low  income 
housing  at  the  moment.  If  you  wish  to  guarantee  an  even  smaller 
supply,  place  controls  on  rental  prices.  There  ia  a  very  direct  corre> 
lation  between  shortages  in  certain  cities  and  rent  control. 

Indeed,  I  would  argue  if  you  have  an  extensive  voucher  program, 
it  should  be  combing  with  a  rule  that  any  jurisdiction  that  obtains 
vouchers  should  be  required  to  eliminate  rent  control. 

Chairman  Gonzalez.  Any  further  comments? 

Ms.  RoiSTACHER.  I  just  Wanted  to  say  when  I  proposed  my  credit 
for  renters,  that  I  actually  propose  it  as  a  credit  for  low-inoome 
families  and  not  for  everybody  across  the  board.  The  way  to  fimd  it 
is  by  rationalizing  the  tax  benefits  to  high  income  owners,  moving 
out  of  a  system  which  is  quite  irrational— higher  benefits  for 
higher  income  people — and  using  the  savings  for  funding  a  Low- 
Income  Renter  Proipram. 

Mr.  Hartman.  If  I  might  make  one  last  comment  in  response  to 
your  question. 

I  have  found  it  quite  extraordinary  that  HUD  and  the  adminis- 
tration point  to  the  EHAP  results  as  justification  for  the  Voucher 
Program.  I  published  a  review  of  the  EHAP  results  in  the  Journal 
of  Urban  Affairs  in  1983  which  I  will  send  to  you,  and  hopefully  it 
can  be  made  part  of  the  record. 

Chairman  Uonzalez.  Yes.  In  fact,  if  I  may  interrupt,  if  you  will 
make  that  available  to  us  we  shall  make  it  a  part  of  the  record. 

Mr.  Hartman.  In  brief,  EHAP  showed  that  the  participation 
rates  were  surprisingly  low.  They  were  quite  high  where  there  was 
no  housing  quality  standard  applied.  In  that  case,  it  is  like  an 
income  supplement.  Anyone  who  nas  any  sense  will  take  it. 

Where  a  housing  quality  standard  ia  applied,  where  in  order  to 
use  the  voucher  one  must  live  in  a  decent  house,  that  is  when  par* 
ticipation  rates  were  very,  very  low.  And  the  reason  ia  that  there  is 
not  an  adequate  supply  of  decent,  vacant,  moderately  priced  hems- 
ingwhere  people  can  use  the  vouchers. 

There  was  little  mobility  caused  by  EHAP,  because  that  was  not 
possible  given  the  nature  of  most  local  housing  supplies.  EHAP 
also  showed  there  was  very  little  investment  in  improvement  of 
housing.  The  amount  of  the  voucher  was  too  low,  and  there  was  no 
f^uaranteed  duration  of  the  vouchers.  So  no  rational  landlord  would 
mvest  a  lot  in  bringing  a  substandard  unit  up  to  standard. 

EHAP  did  not  snow  an  inflationary  impact,  simply  because  the 
amount  of  new  housing  money  thrown  into  any  of  the  local  mar- 
kets was  minuscule.  South  Bend  and  Green  Bay— whwe  the  most 
voucher  money  went  in— the  increase  in  total  metropolitan  area 
housing  spending  was  1.2  percent,  hardly  enough  to  cause  an  inflar 
tionary  impact. 

I  would  like  to  submit  that  article,  plus  a  very  interesting  re- 
sponse to  that  article  by  Philip  Abrams,  who  then  was  Under  Sec- 
retary of  HUD,  and  my  response  to  Abrams,  as  pert  of  the  record 
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showing  what  the  EHAP  results  were  and  why  they  do  not  justify 
a  Housing  Allowance  Program. 

Qiairman  Gonzalez.  We  will  be  grateful  for  a  cc^y  of  those  re- 
ports. 

There  is  one  final  thing  that  I  must  ask.  In  your  presentation, 
Dr.  Weicher,  you  reflected  that  the  rate  of  availability  or  produc- 
tion of  available  housing  was  about  on  a  ratio  of  2  to  1  to  the  popu- 
lation. Your  statistics  would  also  reveal  that  there  was  a  substan- 
tial— well,  I  guess  you  could  say — overproduction  of  housing. 

What  Dr.  Hartman  is  saying,  which  is  in  consonance  with  what 
we  hear  and  see,  is  that  there  simply  is  not  available  affordable 
housing. 

So  I  wonder  if  you  could  enlarge  on  your  statistical  presentation? 

Mr.  Weigher.  Certainly,  Mr.  Chairman. 

We  have  got  90  million  housing  units  in  this  country  right  now, 
and  230  million  people.  That  is  one  housing  unit  for  every  2V&  of 
us— 2  for  every  5.  That  is  a  lot.  That  is  more  than  we  have  ever 
had.  In  addition,  we  now  have  a  vacancy  rate  of  over  6  percent  in 
the  rental  housing  stock.  That  is  a  high  rate.  That  ia  a  very  high 
rate  by  historical  standards. 

The  problem  that  you  address,  and  Mr.  Hartman  addresses  much 
of  the  time — the  key  word,  I  think,  is  "affordable."  The  housing  is 
there;  it  is  decent.  It  is  expensive  compared  to  the  incomes  of  the 
people  that  we  want  to  put  in  that  housing. 

The  solution,  I  think,  is  not  to  start  building  more  of  it,  with  90 
million  to  begin  with.  I  think  the  solution  is  to  make  that  housing 
affordable.  And  you  make  that  housing  affordable  by  helping 
people,  giving  them  the  money  to  afford  decent  housing  that  there 
is. 

I  don't  know  Mr.  Hartman's  standard  for  what  is  decent  housing. 
Standards  that  have  been  developed  at  HUD,  the  Congressional 
Budget  Office  show  in  the  range  of  9  percent  of  the  housing  stock 
being  inadequate,  and  much  of  that  seems  to  be  inadequacy  of  a 
temporary  kind — maintenance  problems  which  happen  and  are  re- 
paired in  the  normal  course  of  daily  living,  essentially. 

I  think  that  we  have  a  good  housing  stock;  we  have  a  very  good 
housing  stock.  We  have  poor  people  who  spend  a  lot  of  money  to 
live  in  that  housing.  We  can  help  them. 

We  have  some  bad  housing.  We  can  upgrade  a  fair  amount  of 
that  with  the  housing  allowance.  As  we  help  poor  people,  we  will 
find  that,  through  a  lot  of  ways  we  don't  understand  in  advance, 
their  housing  will  get  better. 

We  have  had  an  enormous  improvement  since  the  war  in  peo- 
ple's housing.  Very  little  of  that  is  directly  attributable  to  the 
building  of  new  units.  We  have  better  housing  because  people  have 
more  money.  If  we  give  them  still  more  money,  at  the  bottom  of 
the  income  distribution,  they  will  live  in  still  better  housing. 

Ms.  RoiSTACHER.  John  recognizes  there  is  some  housing  out  there 
that  needs  to  be  brought  up  to  some  kind  of  standard  before  it 
would  be  a  part  of  the  voucher  program. 

It  just  seems  to  me  there  is  a  missing  piece,  and  that  is  not  new 
construction  necessarily,  not  just  a  voucher,  but  certainly  a  focUs 
on  rehabilitation.  And  it  obviously  is  going  to  vary  from  city  to 
city,  or  housing  market  to  housing  market 
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I  don't  think  we  really  at  this  point  have  enough  detailed  knowl- 
edge of  U.S.  housing  markets  to  Know  exactly  where  vouchers  will 
be  the  solution,  and  where  we  need  some  other  programs. 

Qiairman  Gonzalez.  I  think  perhaps  some  of  your  statistics, 
well  just  within  the  last  5  years,  1980  to  the  present,  I  represent 
the  number  of  dwelling  units  that  have  reached  the  unacceptable 
level  at  much  more  higher  levels  than,  say,  what  the  corresponding 
figure  is  now.  But,  you  know,  I  would  love  to  be  a  housing  RMn 
Hood— to  take  those  poor  people,  or  those  that  need  housing,  those 
that  are  doubling  up  and  tripling  up  that  we  find  today,  into  that 
available  unit  you  speak  of  being  in  great  quantity. 

But  also  I  could  be  what  I  noticed  Peter  Grace  say  in  a  recent 
biographical  sketch— I  could  be  a  benevolent  dictator.  Almost  ev- 
erywhere I  go,  including  my  own  hometown,  we  have  such  a  tre- 
mendous oversupply  of  office  space,  while  businesses  are  going  out 
of  business  in  record  numbers,  such  as  we  have  not  seen  since  the 
Depression,  that  you  look  over  the  vacancy  rate  and  it  is  horren- 
dous. 

How  could  we  fill  them  up  unless  we  have  businesses?  I  see  the 
Apartment  Association  in  San  Antonio  describe  the  fact  that  thqr 
have  a  very  serious  vacancy  problem.  But  then  I  look  at  what  vou 
pay  for  those  apartments  in  San  Antonio.  It  doesn't  look  too  bad 
when  you  consider  what  you  have  to  pay  around  here.  But  it  is  stiU 
very  high.  And  then  how  could  I  get  a  voucher  that  would  enable 
me  to  get  into  those  apartments,  assuming  they  would  let  them 
rent  there? 

I  think  that  ia  the  problem.  I  think  also  that  if  we  have  a  roqr 
picture,  it  is  because  of  the  miracle  in  the  United  States.  I  know  <n 
no  other  instance  in  history  in  any  countrv  where  over  a  40-year 
span  ^ou  emerged  from  a  level  of,  say,  60-65  percent  unacceptable 
dwellmgs,  and  then  in  40  years  you  reduce  that  to  even  lees  than 
10  percent — except  that  FHA  and  S&L's  had  a  lot  to  do  with  that 

What  I  am  saying  is  that  I  don't  think  we  can  do  what  yoa  say 
can  be  done  unless  we  have  first  a  national  commitment  to  hous- 
ing. And  this  is  our  fight  right  now.  We  must  have  a  national  com- 
nutment. 

I  don't  know  of  any  country  that  has  not  first  had  to  have  some 
acceptance  of  a  national  commitment  before  they  can  start  provid- 
ing housing  for  their  citizens.  I  think,  though,  it  is  invaluable  to 
have  your  input  here. 

As  ^ou  can  see,  Mr.  McMurray,  our  staff  director,  has  done  a 
beautiful  job  in  presenting  this  array  of  panelists,  because  I  think 
it  does  cover  the  spectrum  of  our  thinking  and  our  approach  in  a 
very  calm  way. 

I  would  also  like  to  take  advantage  to  present  the  minority  staff 
director,  Mr.  Bob  Ruddy,  who  also  has  suggested  a  couple  of  ques- 
tions we  presented  to  you. 

So  thank  you  very  much.  Unless  you  have  an  additional  state- 
ment you  might  wish  to  make  for  the  record,  thank  vou. 

Before  we  a4Joum,  let  me  say  we  had  done  everything  possible  to 
bring  responsible  policymaking  elements  from  the  Depcurtment  of 
Agriculture,  because  you  might  also  know  that  the  rural  i 
have  serious  problems.  And  me  administration,  in  its  budget 
entation,  has  zeroed  out  the  Farmers  Home  Administration. 
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But  we  have  not  been  able  to  bring  the  Secret£uy,  since  the 
present  one  has  been  Secretary— we  could  not  get  him  to  authorize 
any  other  person.  There  is  a  vacancy  now  that  has  not  been  filled 
in  the  directorship  of  the  Farmers  Home  Administration. 

We  needed  to  have  somebody  here,  and  I  want  to  announce  for 
the  record  that  the  Secretary  adamantly  has  refused  to  furnish 
anybody  from  the  Department  of  Agriculture  to  come  and  testify 
before  the  subcommittee. 

This  subcommittee  has  visited  rural  areas.  It  pains  me  to  say 
that  just  1  hour  and  15  minutes'  drive  from  here,  on  the  eastern 
shore,  we  will  see  there  migrant  labor  housing  conditions  that  are 
just  as  bad  as  any  of  the  poorest  Third  World  countries  you  want  to 
find  anywhere;  and,  incidentally,  with  just  as  bad  hygiene  situa- 
tions. I  mean,  it  is  sad  and  distressing.  I  thought  I  had  seen  the  last 
of  that  40  or  50  years  ago  in  my  own  State.  We  have  it. 

So  to  say  that  the  only  available  agency  is  going  to  be  zeroed  out, 
without  specific  hearings  on  the  merits  or  demerits  of  that  agency, 
is  appalling.  But  we  are  confronted  with  it.  And  we  could  not  get 
anybody  from  the  Department  of  Agriculture. 

The  subcommittee  will  stand  in  a4ioumment  until  further  call  of 
the  Chair. 

[Whereupon,  at  4:45  p.m.,  the  subcommittee  was  adjourned,  sub- 
ject to  the  call  of  the  Chair.] 
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INTRODUCTION 

Tenant  management  programs  developed  as  part  of  the 
outgrowth  of  a  set  of  initiatives  involved  in  the  effort  to 
reverse  the  physical,  financial  and  social  deterioration  of 
public  housing. 

There  is  a  strong  belief  held  among  some  groups  that  management 
by  tenants  could  result  in  improved  living  conditions.   The 
basis  for  their  belief  could  be  summed  up  in  the  following: 

First,  tenants  could  establish  their  own  priorities 
for  improving  their  developments  providing  insight 
as  to  how  MOD  monies  should  be  spent. 

Second,  tenants  would  respond  more  promptly  to  their 
fellow  residents*  housing  and  social  service  needs, 
exerting  pressure  on  their  peers  to  stop  vandalism 
and  to  help  make  public  housing  developments  more 
attractive  places  in  which  to  live.   As  a  result 
higher  income  residents  might  be  attracted  to  public 
housing  offsetting  low  rents  of  welfare  recipients. 

Third,  rent  rolls  might  also  be  increased  because 
tenant  managers  would  be  better  informed  than  housing 
authority  employees  about  the  activities  of  their 
tenants  making  it  possible  to  identify  tenants  whose 
rents  did  not  accurately  reflect  their  current 
employment  status. 

Finally,  employment  among  tenants  could  be  boosted 
directly  by  hiring  residents  for  tenant  management 
staff  positions  and  indirectly  through  community 
development  activities.'' 

Studies  were  conducted  to  examine  this  strong  belief  held 

by  residents.   One  such  study,  the  National  Tenant 

Management  Demonstration  (NTMD)  program  funded  by  the 

U.  S.  Department  of  Housing  and  Urban  Development  and  The 

Ford  Foundation,  was  organized  in  1975  at  seven  public 

housing  developments.   The  intent  of  the  Demonstration  was 
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to  assess  the  feasibility  and  test  the  effectiveness  of 
tenant  management  as  a  means  of  improving  the  operating 
performance  of  public  housing  management  and  of  increasing 
tenants'  satisfaction  with  their  housing. 

The  purpose  of  this  report  is  to  provide  information  about 
Tenant  Management  Corporation  (TMC)  programs  from  a  variety 
of  sources.   This  report  contains  a  collection  of  histories 
of  various  TMC's  around  the  nation,  along  with  the  views  of 
housing  experts,  academicians  and  practitioners  from  various 
groups. 

By  providing  an  account  of  what  TMC  is,  how  it  has  evolved 
over  its  history  and  an  assessment  of  the  critical  elements 
and  pitfalls  from  other  TMC  programs,  insight  can  be  gained 
as  to  what  TMC  can  be  today  and  the  potential  that  exists 
for  success. 

In  reviewing  the  contents  herein,  it  is  hoped  that  the 

reader  might  gain  knowledge  of  what  these  programs  may 

offer  regarding  the  viability  of  tenant  management  as  a 
general  strategy  for  public  housing. 


ii 
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HISTORICAL  OUTLINE 


1933      NATIONAL  RECOVERY  ACT/NEW  DEAL  PROGRAM 


1937      HOUSING  ACT 

Established  Public  Housing  Program 


1949      HOUSING  ACT 

First  Major  Amendment /Slum  Clearance  Focus 


1950      DEVELOPMENT  OF  HIGH  RISE  PUBLIC  HOUSING  STRUCTURES 


1964       CIVIL  RIGHTS  ACT 

Development  of  Political  Awareness 


1965  PRESIDENT  LYNDON  B.  JOHNSON'S  WAR  ON  POVERTY 
Movement  Improving  Rights  of  Poor/LBJ'9 
New  Deal  Program 


1965      HOUSING  ACT 

First  Major  Program  Change  in  Low-Income 
Housing  Created  Section  23  Housing 


1968      ST.  LOUIS  RENT  STRIKE 

Led  to  Development  of  St.  Louis  Tenant 
Management 


1971       BROMLEY-HEATH  SIGNS  TENANT  MANAGEMENT  CONTRACT  IN 
BOSTON 


1972       FORD  FOUNDATION  GRANT  FOR  TENANT  MANAGEMENT  IN 
ST.  LOUIS 


1974       HOUSING  AND  COMMUNITY  DEVELOPMENT  ACT 
Introduction  of  Section  8  Program 


1976       NATIONAL  TENANT  MANAGEMENT  DEMONSTRATION 
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SECTION   II 


TENANT   MANAGEMENT 


A   HISTORICAL   OVERVIEW 
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TENANT  MANAGEMENT 
A  HISTORICAL  OVERVIEW 

The  public  housing  program  represents  the  most  predominant 
form  of  federal  housing  assistance  for  lower  income  families 
and  individuals  that  persists  to  date.   In  the  fflid-1970's.  It 
comprised  about  two  percent  of  the  housing  stock  In  the  United 
States  and  sheltered  over  three  million  people.  Approximately 
2,800  Public  Housing  Agencies  (PHA*s)  or  local  agencies  were 
responsible  for  about  1.2  million  units  in  approximately 
10,000  projects. 

When  the  Public  Housing  Program  was  created  by  the  Housing  Act 
of  1937,  the  development  of  decent,  safe  and  sanitary  housing 
was  only  one  of  multiple  purposes.   In  his  book,  THE  QUALITY 
OF  FEDERAL  POLICYMAKING:  PROGRAMMED  FAILURE  IN  PUBLIC  HOUSING , 
Dr.  Eugene  J.  Meehan  of  the  University  of  Missouri  states  that, 
'*The  original  Housing  Act  was  passed  as  a  New  Deal  economic 
measure,  not  as  a  housing  program."   Enacted  first  as  a  public 
works  activity  to  provide  Jobs  and  stimulate  a  depressed  econoBy, 
the  public  housing  program  was  initiated  to  provide  shelter  to  a 

"submerged"  middle  class  of  Americans  temporarily  dislocated  by 

2 
the  Depression.   With  serious  mistakes  made  in  all  phases  of 

the  program  development,  selection  of  sites,  project  design 

and  construction,  Dr.  Meehan  contends  that  the  public  housing 

program  has  been  handicapped  from  its  inception. 

Mr.  Robert  J.  Rigby,  Executive  Director  of  the  Jersey  City 
Housing  Authority  (JCHA),  further  states  in  his  book, 
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RESIDENTS  AS  A  RESOURCE,  that  "The  public  housing  prograa 
w.ir.  not  intended  Tor  the  tcn.int  population  who  have  comprised 
its  tenancy  for  at  least  the  past  two  decades."   At  inception, 
the  program  was  not  designed  for  the  poorest  of  families.   It 
targeted  temporarily  dislocated  middle  class  families  who  were 
experiencing  the  consequences  of  the  Depression.  The  owjority 
of  the  recent  public  housing  population,  with  approximately 
three  of  every  four  households  being  primarily  dependent  on 
Welfare,  Supplemental  Security  Income  (SSI),  Social  Security 
and  other  forms  of  income,  would  not  have  been  eligible  for 
public  housing. 

By  the  1960's,  public  housing  had  become  a  permanent  home  for 
the  chronically  unemployed  or  impoverished.   At  the  same  time, 
it  came  to  be  regarded  as  a  welfare  program  to  alleviate  the 
classic  problems  associated  with  proverty,  poor  health,  lack 
of  education,  crime  and  delinquency. 

With  the  cost  of  operations  being  offset  solely  by  income 
derived  from  tenants,  the  Federal  Government  providing  no 
subsidies,  public  housing  authorities  were  inclined  to  view 
their  role  in  more  limited  and  traditional  housing  management 
terms.   They  did  not  regard  themselves  as  agents  of  social 
change  nor  able  to  solve  social  problems.   In  a  recent 
interview,  Dr.  Meehan  tended  to  support  this  position,  asking 
"Why  can  we  (public  housing)  solve  problems  that  the  community 
is  unable  to  solve?"   However,  even  this  limited  role  became 
more  difficult  as  the  costs  of  maintaining  and  operating 
public  housing  rose  higher  and  higher. 


Digitized  by  VjOOQIC 


3110 


The  fiscal  plan  enacted  by  Congress  demanded  a  tenant  popu- 
lation with  incomes  and  rent-paying  ability  that  would  rise 
in  proportion  and  keep  pace  with  program  operating  costs. 
With  an  economically  poorer  clientele,  the  program's  fiscal 
design  remained  unchanged,  widening  the  gap  between  Incone 
and  expenses  with  rising  costs  due  to  inflation  and  the  age 
of  the  developments. 

In  the  absence  of  large  federal  operating  subsidies,  many 
public  housing  authorities  were  faced  with  a  difficult  choice- 
increase  rents  or  reduce  costs. 

Since  it  was  unrealistic  to  raise  rents  of  low-income  fanilies 
beyond  a  certain  point,  many  public  houaing  authorities  cut 
back  on  essential  maintenance  and  repairs.   Such  cutbacks  be- 
gan a  disastrous  cycle  of  tenant  dissatisfaction,  increased 
rent  delinquency,  vacancies,  vandalism  and  socially  undesirable 
behavior  which  led  to  further  escalation  in  costs.   The  result 
was  an  even  greater  gap  between  income  and  expenses  and  rapidly 
deteriorating  living  conditions  for  tenants.  Charges  that  the 
authorities  had  failed  not  only  as  a  housing  program  but  also 
as  a  social  service  increased.   **Critics  cried  that  public 
housing  was  unable  to  provide  and  maintain  clean  and  habitable 
housing,  that  the  treatment  of  its  residents  was  arbitrary  and 

inhumane  and  that  it  was  indifferent  to  the  problems  of  its 

6 
residents.**   Dr.  Meehan  calls  this  "the  most  arrant  example  of 

condemnation  without  trial  in  the  annals  of  society,"   further 

explaining  that,  **The  principal  implications  pointed  to  a  set 

of  policies  programmed  for  failure,  impossible  to  InpleBent 
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successfully  in  the  li 

to  correct  or  Inprove  them,"  ^ 

By  the  1960's  and  early  1970^3,  some  large  urban  housing 
projects  becaae  charact^ria^ed  as  "vertical  slums."   In  196I 
Congress  attenpted  to   address  the  prot>Ietts  enacting  legisla- 
tion to  supply  federal  subsidies  for  the  elderly,  A   provision 
of  the  1965  Housing  and  Urban  Development  Act  freed  the  public 
housing  authorities  of  their  obligation  to  pay  all  operating 
expenses  out  of  rents  collected  and.  In  1968  the  Federal 
Government  was  authorized  to  subsidize  the  rents  of  very  poor 
families  with  four  or  aore  dependent  children.   The  Brooke 
Afflendments  (1969,1970,1971)  to  the  1937  Housing  Act  provided 
operating  subsidies  to  public  housing  authorities  on  a  perma- 
nent basis  and  granted  additional  reserve  funds  for  those 
housing  authorities  facing  severe  financial  problems.   However, 
the  effect  of  those  amendments,  which  set  rent  ceilings  at  25% 
of  tenants*  incomes,  was  to  impose  an  even  greater  financial 
burden  on  public  housing  authorities. 

Although  the  Federal  Government  finally  Intervened  with  a 
number  of  new  approaches,  mostly  aimed  at  more  financial  aid, 
the  Department  of  Housing  and  Urban  Development  (HUD)  and 
other  groups  continued  to  explore  additional  approaches  to 
the  problems  which  plagued  many  multi-fanily  developments. 
In  1967  as  part  of  a  new  emphasis  on  guaranteeing  due  process , 
HUD  issued  its  first  directive  dealing  with  tenants*  rights. 


ii^i 


I 


Digitized  by  VjOOQIC 


3112 


HUD»s  program  for  low-income  public  housing  modernization, 

created  in  1968  and  providing  capital  funds  for  physical 

rehabilitation,  called  for  extensive  resident  participation 

in  the  modernization  program: 

To  provide  residents  with  the  opportunity  to  express 
to  management  their  concerns  and  interests  relative 
to  the  physical  improvement  of  the  project. 

To  provide  management  with  the  opportunity  to  benefit 
from  the  suggestions  of  residents. 

To  establish  or  strengthen  communication  channels 
between  residents  and  management. 

To  provide  residents  with  a  greater  stake  in  their 
living  environment. 

To  foster  resident  sense  of  responsibility  in  the  care 
and  maintenance  of  individual  units  and  the  common 
areas  of  the  project.''® 

In  1968,  HUD  suggested  the  creation  of  resident  modernization 
committees  as  the  main  vehicle  for  such  participation.   In 
1968  as  well,  guidelines  in  HUD  also  encouraged  local  housing 
authorities  to  contract  management  services  to  private  realty 
firms.   The  guidelines  called  for  tenant  involvement  in  the 
determination  of  management  policies. 

Concurrently,  other  efforts  to  develop  tenant  management 
emanated  through  various  social  agencies.   The  Office  of 
Economic  Opportunity  (OEO)  aided  by  two  organizations, 
National  Welfare  Rights  Organization  (NWRO)  and  the 
National  Tenants  Organization  (NTO)  also  had  special  rele- 
vance for  public  housing  tenants  in  the  1960»s.   These 
organizations  moved  to  attack  the  problems  of  the  poor 
fostering  protests  and  community  action  programs. 
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Increasingly,  the  poor  gained  power  becoming  recognized  as 
a> potential  source  for  oanageoent  of  their  lives.  Although 
It  has  taken  many  forms  and  several  models  exist ^  this 
concept  has  come  to  be  known  as  Tenant  Management. 


Tenant  management  is  one  response  to  the  problems  that  afflict 
public  housing  In  the  United  States.  For  residents  whose 
existence  may  be  shaped  by  circumstances  beyond  their  control, 
these  problems  have  created  a  growing  demand  for  greater 
participation.   In  response  to  these  needs  the  Federal 
Government  has  launched  several  Initiatives  that  Increasingly 
mandate  tenant  Involvement. 

In  1975  In  order  to  test  the  effectiveness  of  tenant  management  t 
a  national  demonstration  began,  funded  by  the  U.  S.  Department 
of  Housing  and  Urban  Development  and  The  Ford  Foundation <   It 
Is  based  upon  a  model  developed  for  the  St.  Louis  Public  Housing 
Authority  which  Instituted  a  tenant  management  program  In  seven 
public  housing  developments  In  that  city.  The  National 
Demonstration  was  designed  and  managed  by  the  Manpower 
Demonstration  Research  Corporation,  a  nonprofit  Intermediary 
organization  established  to  develop  and  administer  national    ^ 
demonstrations,  beginning  In  June  1976  at  seven  public  housing 
sites  in  six  cities:  Jersey  City,  New  Jersey;  Louisville, 
Kentucky;  New  Haven,  Connecticut;  New  Orleans,  Louisiana; 
Rochester,  New  York;  and  Oklahoma  City,  Oklahoma. 
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The  basic  program  model  is  an  outgrowth  of  the  nationally 
funded  demonstration  in  St.  Louis.   These  programs  Involve  the 
creation  of  Tenant  Management  Corporations  (TMC*s)  which  then 
contract  with  the  local  housing  authorities  to  provide  a  range 
of  management  services.   These  bodies  are  governed  by  a  board 
of  directors  elected  by  the  tenant  body  Itself.  The  board  of 
directors,  in  turn,  hires  a  resident  manager  and  a  supporting 
staff,  to  manage  the  property  and  carry  out  the  day-to-day 
management  tasks,  such  as  routine  maintenance,  the  leasing  of 
apartments,  and  the  supervision  of  security.   In  addition,  the 
Tenant  Management  Corporations  are  responsible  for  overseeing 
their  own  operating  budgets  within  the  broad  limits  set  by  the 
housing  authorities.   The  housing  authorities  retain  the  ulti- 
mate responsibility  for  these  programs  and  provide  assistance 
to  the  TMC*s  in  appropriate  areas,  such  as  extraordinary  main- 
tenance, payroll  processing  and  financial  record-keeping.   They 
also  collect  data  and  prepare  reports  for  HUD. 

When  the  demonstration  began,  however,  it  was  recognized  that 
St.  Louis  was  not  the  only  other  tenant  management  program  in 
existence.   There  have  been  five  other  efforts  in  tenant  manage- 
ment located  in  four  cities,  Washington,  D.C.,  Boston,  Hawaii, 
and  Newark,  some  of  which  are  still  in  existence. 

The  following  summary  highlights  the  salient  aspects  of  each 
program  with  information  provided  by  William  A.  Diaz,  housing 
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researcher  and  author  of  TEWAWT  H*WiM»H8MTg  Alt  HISTORICAL 
AND  ANALYTICAL  OVEflVIEM  and  recent  site  visits.   This 
information  provides  the  historical  context  for  the  national 
Tenant  Hanagenent  Deifronstratlon  and  adds  to  our  knovled^e  of 
the  viability  of  tenant  sanagesent  in  public  housing  as  it 
now  exists. 
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PREDEHONSTRATION  OF  TENANT  MANAGEMENT 

William  A.  Diaz,  Senior  Research  Associate,  together  with 
others  at  Manpower  Demonstration  Research  Corporation  (MDRC), 
compiled  the  following  information  after  a  comprehensive 
investigation.   All  of  these  Demonstration  efforts  can  be 
ranked  according  to  the  degree  of  tenant  involvement. 

WASHINGTON,  D.C.  -  NATIONAL  CAPITOL  HOUSING  AUTHORITY 
Falling  at  the  low  end  of  the  scale,  the  Tenant  Management 
Program  in  Washington,  D.C.  began  in  1973  and  is  the  least 
complicated  of  the  programs  described.   Its  purpose  was  to 
determine  the  advantages  and  disadvantages  of  having  tenants 
installed  as  property  managers.  There  were  no  particular 
crises  or  problems  leading  to  the  program's  creation;  rather 
an  opportunity  was  seen  to  try  an  innovative  plan  when 
funding  became  available.   Funding  for  the  program  came  from 
a  three-year  HUD  Housing  Management  Improvement  grant  to  the 
National  Capitol  Housing  Authority  (NCHA).   Costs  totaling 
$14,000  were  associated  with  planning  and  training,  with  ad- 
ditional salaries  of  $9»000  per  year,  plus  free  rent  being 
paid  to  each  manager. 

What  resulted  was  a  new  tenant  position  in  the  housing 
authority  management  structure.   The  manager's  duties  include 
day-to-day  management  operation  with  responsibilities  being 
shared  with  public  housing  authority  area  supervisors  and 
central  office  staff.   This  process  reflects  a  minor  role  for 
the  residents  and  their  tenant  councils  compared  with  other 
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demonstrations.  However ,  it  appears  that  tenant  managers, 
while  not  required  to  report  to  the  tenants  or  their  councils, 
have  taken  an  active  interest  in  the  welfare  of  the  residents. 

Upon  initiation  of  the  program,  difficulties  occurred  related 
to  the  manager's  lack  of  experience  and  inadequate  training. 
While  technical  assistance  continued,  modest  gains  in  improved 
tenant  attitudes,  general  property  appearance,  increased  rent 
collection  and  decrease  in  vandalism  were  reported  by  authority 
personnel.   Despite  the  opinions  of  the  housing  authority  per- 
sonnel, it  was  felt  that  more  training  was  needed  along  with 
technical  assistance  on  an  ongoing  basis. 

The  receipt  of  HUD  Target  Projects  Program  (TPP)  funds  in  the 
spring  of  1977  allowed  the  expansion  of  this  program  to  three 
additional  properties.  This  program  did  not  appear  to  have 
the  enthusiastic  support  of  the  housing  authority  and  small 
gains  were  somewhat  offset  by  the  costs  of  training  and 

2 

assisting  the  tenant  managers.  On  termination  of  federal 
support,  the  tenant  management  program  continued  under  the 
housing  authority's  regular  operating  budget. 

BOSTON,  MASSACHUSETTS  -  BROMLEY-HEATH 

At  the  opposite  end  of  the  spectrum  lies  Bromley-Heath  Tenant 
Management  Corporation  (TMC).   A  five-year  contract  entered 
into  with  the  Boston  Housing  Authority  in  1971  gave  virtually 
all  management  responsibilities,  including  accounting,  legal 
and  purchasing,  to  the  TMC.   Thus,  the  Bromley-Heath  THC 
functions  as  a  "mini"  housing  authority. 


11 


Digitized  by  VjOOQIC 


3119 


Selected  in  June  of  1968,  the  Br oaley- Heath  TMC  grew  o«t 
of  efforts  Id  the  late  1960*3  by  the  orfice  of  Eeoooaie 
Opportunity  (OEO)  to  explore  tenant  nanagcsent  reasiblllty 
and  eatahliah  such  prograas  where  possible  on  a  6€moa»trmttom 

basis. 

Providing  a  total  of  $565,000  in  OEO  funds  to  initiate  the 
Deaonstration,  a  THC  was  established  at  the  Broaley-Seath 
developaent  after  residents  had  petitioned  the  Boston  BoiisiJKg 
luthorlty  to  be  selected.  Throogh  the  years »  additlooai 
grants  were  received  to  :3j7;.c:*>rE-  regular  ABB  sohsldiSB  aad 
rental  ineoM,  inelwling  $100,000  in  TFT  funds,  bI«b  IM^MO 
in  C3BG,  but  not  until  I97S  would  approsiJHitely  $2  mlUi/om  im 
HOD  funds  be  received  for  physical  rehabilitation «. 

Fron  the  beginning  of  the  contract,  Inoi0€ir^r^   the  housing 
authority  adopted  as  Indifferent,  if  not  hostil^e,  attitude 
toward  the  THC.  Ilthougt  as  writer  If  trmoBf^r  of  nsntgwiint 
res;>9nslbllltie8  fron  the  bouMin^  authority  to  the  tUC   waa 
anticipated,  this  did  not  occur.   According  to  midr^d  liail«y, 
tfaec  Asslstact  to  ttie  ?HC*0  Cjcecutlve  Plrect^r,  the  bousing 
authority  simply  pulled  Its  staff  out  of  Brpnley'ttsath  taJclog 
all  It  haC  there — et^ulpnent  and  supplles^'WhlXe  on  P^per 
retaining  ultinar^  responsiPillty  for  the  tHC-,   thf  tMC 
faced  naoy  protlens  left  t>y  the  housloig  #tithonty'-'«'X#Bhy 
rocfs,  faulty  boilers,  and  In  anny  «aya,  Btdd-i^d  frdBi  #drB|^oh 
without  assistance  fron  the  houslog  Authority  «B  «gr#ed  tP 
earlier. 
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The  TMC  was  challenged  by  serious  problems,  particularly 
vacancies  and  rent  delinquencies  which  were  attributed  at 
least  partially  to  its  own  policies  and  practices.   Hodest 
gains  have  been  made  in  the  areas  of  maintenance  and  security. 
The  program,  according  to  TMC  officials,  has  improved  over 
the  previous  Boston  Housing  Authority  program. 

Although  the  TMC  has  had  continuing  and  severe  problems, 
particularly  with  vacancy,  rent  delinquencies  and  financial 
deficits,  consultants  felt  it  did  not  appear  likely  that 
Bromley-Heath  would  have  been  better  managed  under  the 
housing  authority  due  to  serious  problems  within  the  housing 
authority  itself.   The  Boston  Housing  Authority  suffered 
extensive  problems  and  was  placed  in  court-ordered  receiver- 
ship.  Under  a  court  appointed  Master,  a  wide  variety  of 
changes  in  housing  authority  policies  and  practices  were 
instituted.   This  generally  has  led  to  a  much  more  supportive 
and  sympathetic  attitude  toward  tenant  management  whose  con- 
cept is  compatible  with  a  general  policy  movement  in  Boston 
toward  decentralization  and  greater  use  of  contract  management. 
Reports,  however,  note  a  general  lack  of  interest  in  tenant 
management  among  Boston's  public  housing  tenants  making 
expansion  of  tenant  management  beyond  Bromley-Heath  unlikely. 

WASHINGTON,  D.C.  -  SHANNON  AND  LUCHS 

Falling  in  the  middle  of  the  spectrum  between  the  two 

extremes  of  Washington  tenant  management  and  Bronley-Heath, 
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another  effort  in  Washington,  D.C.  involved  a  private  housing 
management  corporation.  Shannon  and  Luchs ,  and  an  elected 
tenant  governing  board. 

In  1968  the  National  Capitol  Housing  Authority  gave  Banageaent 
responsibility  for  two  public  housing  projects  to  the  private 
realty  firm  of  Shannon  and  Luchs.   Intent  on  involving  the 
residents  of  both  properties.  Shannon  and  Luchs  advocated  the 
creation  of  active  tenants'  organizations  that  would  aeet 
regularly  with  property  managers ,  and  the  hiring  of  a  aanager 
who  would  reside  on  the  premises,  and  receive  Halted  tenant 
management  training.   In  addition,  a  coaaunity  organizer  was 
hired  who  became  instrumental  to  the  prograa  of  tenant 
involvement.   The  organizer  kept  residents  fully  inforaed  on 
all  aspects  of  aanageaent.   Although  the  decision  aaking 
authority  remained  with  Shannon  and  Luchs  throughout  the 
first  two  years,  the  decisions  reflected  the  desires  of  the 
residents. 

The  housing  authority  was  neither  hostile  nor  actively 
supportive  of  TMC.   The  mutually  supportive  relationship 
between  the  tenants  and  Shannon  and  Luchs  created  a  basis 
upon  which  to  expand  tenant  involvement. 

Because  the  Demonstration  did  not  include  the  creation  of  a 
tenant's  corporation  involving  employaent  of  tenants  and  the 
delivery  of  services,  large  sums  of  money  were  not  required 
as  in  other  tenant  management  programs.   The  Deaonstration 
was  supported  by  two  annual  grants  of  $30,000  each  froa  HUD. 
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Tenants  also  obtained  several  grants  from  a  variety  of  agencies 
for  social  services  or  property  Improvement  programs.   However, 
at  the  end  of  the  two-year  demonstration  period ,  the  tenants 
voted  not  to  assume  responsibility  for  the  management  of  their 
properties,  preferring  Instead  to  leave  management  In  the  hands 
of  Shannon  and  Luchs. 

HAWAII  -  KOOLAU  VILLAGE 

An  effort  In  Hawaii  was  also  terminated  after  less  than  two 
years.   The  tenant  management  corporation  created  In  1974  at 
Koolau  Village  near  Honolulu  was  Initiated  under  HUD*s 
Housing  Management  Improvement  Program.   It  was  a  rather 
strong,  If  short-lived,  version  of  tenant  management  and 
relatively  problem- free.   In  the  absence  of  tenant  Interest 
at  urban  developments  In  Hawaii  with  more  serious  probleas, 
Koolau  Village  was  selected  because  of  the  enthusiastic 
Interest  shown  by  members  of  the  tenant  association^ 

The  one-year  life  of  the  THC  was  without  problems,  partially 
because  It  was  a  small,  trouble-free,  nonurban  housing  project 
and  also  because  the  THC  received  the  support  of  the  housing 
authority  staff. 

When  federal  funding  for  the  program  ended,  the  TMC  went  out 
of  existence.   Tenant  apathy  and  the  departure  of  two  key 
members  were  factors  In  Its  demise.   The  experiment  thus  ended 
without  sufficient  benefit  to  pay  the  price  In  funding  or  in 
the  time  to  keep  It  going. 
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ST.  LOUIS,  MISSOURI 

Falling  also  in  the  middle  of  the  spectrum,  the  most  signi- 
ficant and  well  publicized  tenant  management  program  is 
the  one  found  in  St.  Louis.   Serving  as  a  model  for  the 
tenant  management  program  in  Newark,  it  was  also  the  prototype 
for  the  National  Tenant  Management  Demonstration. 

Tenant  management  in  St.  Louis  evolved  as  part  of  the 
settlement  to  a  long  and  bitter  rent  strike  by  public  housing 
residents  in  1968.   Despite  the  fact  that  maintenance  services 
had  declined  and  housing  conditions  worsened,  a  new  rent 
schedule  tied  to  apartment  size  rather  than  tenant  income 
increased  rent  for  most  tenants  and  precipitated  the  strike. 
When  an  agreement  was  reached  in  mid-1969,  it  called  for 
sweeping  changes  in  the  structure  and  management.   Not  only 
were  the  rents  rolled  back,  but  provisions  were  made  for  the 
election  by  tenants  of  a  Tenant  Affairs  Board  (TAB)  that  would 
be  involved  in  formulating  housing  authority  policy.   Under 
this  new  arrangement,  a  contract  was  formed  between  a  tenant 
management  corporation  and  the  housing  authority  in  which 
responsibility  for  the  performance  of  management  tasks  is 
shared.   Unlike  Bromley-Heath,  where  the  tenants  have  almost 
total  independence,  the  housing  authority  retains  control  over 
accounting  and  purchasing,  sets  general  personnel  and  wage 
policies,  and  collects  rents.   In  contrast  to  the  Washington 
Tenant  Managers  Program  where  the  housing  authority  retains 
control  over  all  decision  making,  members  of  tenant  boards 
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are  charged  with  hiring  and  firing  staff  and  with  establishing 
rules  and  regulations. 

Based  on  Improvements  in  management  observed  and  reported  by 
housing  experts,  within  and  outside  the  housing  authority, 
St.  Louis  THC's  developed  a  reputation  as  successful 
demonstrations.   A  study  by  the  Center  for  Urban  Prograas  at 
St.  Louis  University  covering  a  period  between  fflid-1973  and 
mid- 1975  found  THC  Improvements  in  several  performance  areaa— 
tenant  participation,  rent  reviews,  collection  and  oocupanoy, 
maintenance,  social  services,  and  security. 

While  the  tenant  management  experience  was  viewed  as  posltlTe« 
there  have  been  problems  related  to  a  certain  amount  of  tenant 
divlslveness  as  well  as  apathy  evidenced  by  a  lack  of  resident 
involvement  in  the  affairs  of  the  TMC.  This  has  led  to  a  lack 
of  assurance  that  capable  tenant  leadership  will  exist  in  the 
future. 

The  relative  success  of  tenant  management  in  St.  Louis  has  been 
facilitated  by  large  amounts  of  funding.  Grants  in  the  amount 
of  $60,780  were  awarded  by  The  Ford  Foundation  for  development 
of  TMC's,  support  of  the  TAB,  and  in  creating  a  variety  of 
social  service  programs.  HUD  modernization  funds  totaled 
$12.6  million  and  Community  Development  funding  $3.2  ■llllon. 
In  addition,  HUD  provided  another  $1.8  million  in  TPP  grants 
to  the  housing  authority  from  which  the  tenant  management 
corporations  received  $1.6  million.  While  a  desire  existed 
to  establish  TMC's  in  other  city  projects,  funding  for  the 
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future  was  seen  as  a  problem  for  both  new  TMC's  and  the 
continuation  of  existing  TMC's. 

Originally  TMC's  experienced  good  relations  and  strong 
continuing  support  from  the  housing  authority.   A  recent 
site  visit  to  Carr  Square  and  Cochran  Gardens  revealed  that 
this  relationship  has  diminished  with  a  number  of  changes 
in  the  housing  authority  Board  and  the  Executive  Director. 
According  to  William  A.  Pearson,  Chairman  of  the  Board,  and 
Ernest  Blackman,  Special  Assistant  to  the  Executive  Director, 
tenants  voluntarily  relinquished  responsibilities  and  the 
housing  authority  regained  control  of  five  of  the  seven  TMC 
sites.   At  the  two  remaining  tenant  management  sites,  the 
housing  authority  has  centralized  budgeting,  maintenance  and 
security  operations.   While  most  of  a  $25  million  UDAG  grant 
was  concentrated  in  Cochran  Gardens,  the  authority  is  now 
attempting  to  equalize  resources,  focusing  on  other  project 
needs,  a  step  which  has  enhanced  the  credibility  of  the  present 
housing  authority  and  board  within  the  resident  community. 

NEWARK,  NEW  JERSEY  -  STELLA  WRIGHT 

In  addition  to  the  National  Demonstration  sites,  the  St.  Louis 
experience  created  interest  in  other  communities,  most  notably 
In  Newark,  where  a  major  tenant  management  program  is  under  way 
using  St.  Louis  as  an  example.   Also  resulting  from  a  long  and 
protracted  rent  strike,  the  Newark  program  developed  out  of 
conditions  similar  in  nature  to  that  of  St.  Louis.   Under  an 
executive  director  favorable  to  tenant  management,  a  new  tenant 
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management  program  was  initiated  with  additional  assistance 
rendered  by  an  outside  civic  organization. 

The  primary  funding  for  Stella  Wright  was  received  through 
a  $6.9  million  HUD  Modernization  grant  and  a  $1.5  million 
HUD  TPP  grant.   These  funds  were  used  for  staff  salaries 
and  other  operating  expense. 

Modernization  funds  were  used  to  renovate  properties.   The 
use  of  a  marketing  plan  aimed  at  potential  renters  coablned 
with  more  livable  and  attractive  units  eventually  led  to 
almost  full  occupancy  of  the  once  close- to-vacant  developaent. 

In  the  initial  stages  of  THC  development,  probleas  arose  in 
creating  a  relationship  of  trust  between  the  tenants  and  the 
housing  authority.   Through  the  efforts  of  consultants,  the 
situation  improved  and  progress  toward  tenant  management 
advanced  smoothly  and  according  to  plan. 
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A  COMPARATIVE  ANALYSIS 

Tentative  observations  and  lessons  emerge  along  with  a  nuaber 
of  factors  Influencing  consequences  for  the  survival  and 
performance  of  tenant  management  programs.   Because  the  six 
tenant  management  programs  varied  In  size,  structure,  opera- 
tions and  conditions  of  Implementation,  William  A.  Diaz  aalees 
the  following  comparison  cautiously. 

A  tenant  strike  or  severe  conflict  between  tenants  and 
the  housing  authority  can  act  as  a  motivating  factor  toward 
tenant  management.   The  Newark  and  St.  Louis  strikes  led 
to  a  sense  of  cohesion  and  purpose  among  the  tenants  that 
was  lacking  at  Koolau  Village  and  In  the  Shannon  and  Luchs 
experiments.   As  Important  perhaps  Is  the  fact  that  suoh 
strikes  or  conflicts  lead  to  a  greater  willingness  aaong 
local  and  national  entitles  to  ameliorate  the  conflict. 
They  also  tend  to  Increase  the  probability  of  attracting 
special  funding. 

The  amount,  nature,  and  continuity  of  technical  assistance 
can  make  a  difference  In  the  effectiveness  of  a  prograa. 
St.  Louis  and  Newark  support  the  proposition  that  technical 
assistance  is  essential  for  establishing  a  continuing  tenant 
management  program.   The  Shannon  and  Luchs  experience,  on 
the  other  hand,  suggests  that  when  such  assistance  Is  taken 
away,  tenant  involvement  in  management  may  decline.   This 
seems  to  have  occurred  as  well  in  Hawaii  where  tenant  apathy 
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the  sratllitj  rf  renart  mgngL^eiiejrtt -   In  St.  Loiiis  s<i»e  cf 
tfce  cTtgXT.s.1   rert  strik*  leasers  reimla  as  leaders  ef  tfee  TJlB 
ani  riie  Twr^s;  rbey  hare  creiit5ility  mmsis  their  resident 
constituency.   lu  Boston,  too,  tl>e  leadership  iaelvdes  soiK 
of  the  saiBe  people  wbo  helped  initiate  tbe  proi^ram.   It  toolav 
Village  ani  ShanaDH  asi  Lachs,  hcweTer,  tl»e  deftise  of  teoJAt 
itanageBert  asi  resifest  icTolTe»ent  is  partly  attributable  to 
the  departure  rf  key  resident  leaders.   Whether  ©ev  leadershlj^ 
can  be  created  to  sustain  the  enthusiasa  of  a  group's  orlgtiml 
leaders  to  the  extent  that  is  required  to  keep  tenant  mai»agMltllt 
strong  has  cot  been  determined. 

Cooperation  of  the  housing  authority  leadership  la  >rery 
important.   Bromley-Heath  has  suffered,  until  recently,  fr^dw 
a  lack  of  interest  on  the  part  of  the  housing  authority^   Th* 
TMC  at  Koolau  Village  died,  in  part,  froa  the  housing  auth«drl^ 
ty's  disinterest  and  its  refusal  to  proTlde  the  additlonul 
funds  to  keep  the  TMC  in  operation  when  federal  funding  #nd»d« 
Conversely,  Newark  and  St.  Louis  provide  examples  irher*  th# 
housing  authority  has  been  beneficial  to  prograa  growth « 

A  high  level  of  funding  is  necessary  for  the  training  period 
and  the  operations  of  a  tenant  aanageaent  prograa.   Only 
three  cities  can  be  compared  on  this  factor:   Newark,  St,  Louis 
and  Boston;  other  efforts  were  too  short-lived  to  provlda 
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Insight.   Of  the  three,  St.  Louis  and  Newark  seem  more 
successful  than  Boston,  due  In  part  to  the  Infusion  of 
federal  MOD  and  TPP  funds.   Moreover,  these  two  experiences 
clearly  show  the  need  for  additional  operating  funds  for 
TMC*s  beyond  the  traditional  rental  and  federal  operating 
subsidy  Incomes. 

Whether  housing  is  well  maintained  and  operated  prior  to 
tenant  management  has  an  effect  on  the  development  of 
tenant  management  programs.   At  the  Shannon  and  Luchs 
properties  and  at  Koolau  Village,  because  the  housing  was 
adequately  maintained  and  managed,  lack  of  tenant  interest 
either  prevented  further  development  of  full  tenant  manage- 
ment or  contributed  to  its  demise  once  established.   In 
essence,  if  there  is  little  to  be  gained  by  tenant  Banagefflenty 
why  should  the  tenants  bother? 

While  there  are  no  rigid  program  models  of  tenant  Banageaent, 
several  essential  elements  have  been  identified  in  the  above 
findings  necessary  for  success.   Beyond  these,  local  authori- 
ties and  TMC's  have  the  latitude  to  adapt  tenant  Banageaent 
programs  to  their  individual  requirements. 
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NATIONAL  TENANT  MANAGEMENT  DEMONSTRATION 
SITE  EVALUATIONS 

In  order  to  provide  a  basis  for  an  evaluation  analysis,  a 
brief  description  of  each  of  the  participating  sites  and  its 
progress  toward  tenant  management  is  presented  below  froB 
Manpower  Demonstration  Research  Corporation's  (MDRC)  book, 
FINDINGS  FROM  A  THREE-YEAR  EXPERIMENT  IN  PUBLIC  HOUSING, 
and  site  visits.  A  variety  of  MDRC  housing  researchers  have 
provided  the  following  excerpts  from  their  investigations. 
Designated  as  program  manager,  MDRC  conducted  training,  pro- 
vided technical  assistance,  monitored  site  operations  and 
evaluated  the  results. 

MDRC  has  noted  that  rates  of  progress  between  the  sites 
varied  widely  and,  as  these  profiles  show,  rapid  attainment 
of  the  various  tenant  management  benchmarks  did  not  always 
ensure  permanent  success.  Of  the  seven  sites,  there  were 
four  which  closely  approximated  the  demonstration  model  and 
were  considered  to  be  the  most  viable  by  the  Demonstration's 
end  in  June  1978. 

JERSEY  CITY,  NEW  JERSEY  -  A.  HARRY  MOORE 

"If  a  list  of  the  one  hundred-most-difficult-to- 
manage  housing  developments  were  assembled  for 
the  United  States,  A.  Harry  Moore  would  almost 
certainly  be  included."  ^ 

Mr.  Robert  J.  Rigby  of  the  New  Jersey  Housing  Authority, 

during  a  recent  site  visit,  said  the  conditions  were  not 

only  deplorable  but  inhumane.   Completed  in  IQS't,  its  664 

units  were  in  serious  disrepair.   Entry  hall  doors  were 
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missing,  the  grounds  unsightly,  and  vandalism  widespread. 
Several  other  factors,  In  addition  to  its  condition, 
were  taken  into  consideration  when  the  A.  Harry  Moore 
development  was  selected  for  participation  in  the 
National  Tenant  Management  Demonstration  (NTMD).   Six 
out  of  every  ten  households  were  dependent  entirely  on 
public  assistance.   Eight  of  every  ten  households  were 
headed  by  single  parents  (overwhelmingly  female).   The 
site  housed  over  1,200  children  with  more  than  half  the 
total  population  (53%)  consisting  of  persons  under 
eighteen  years  of  age. 

However,  in  its  favor,  an  active  and  vocal  tenant 
organization  and  very  strong  building  organizations  had 
been  formed.   With  the  strong  support  and  encouragement 
from  Mr.  Rigby,  then  Acting  Director,  these  organiza- 
tions were  moving  toward  increased  tenant  responsibility. 
Tenants  had  commenced  a  site  beautiflcation  program  under 
a  TPP  grant  and  the  repair  of  incinerators,  tiles  and 
roofing  began  through  a  $3  million  MOD  grant  received  in 
1975.   Active  interest  in  participation  was  clearly 
expressed  in  terms  of  both  large  attendance  at  prelimi- 
nary tenant  management  meetings  and  the  level  of  interest 
and  understanding  displayed  in  tenants'  questions. 

As  the  site  moved  toward  election  of  a  Board  of  Directors, 
critical  issues  were  dealt  with  effectively,  with  a  program 
outline  drawn  up  and  meetings  held  to  formulate  proposals 
for  MOD  and  TPP  budgets.   With  the  election  of  a  seven-member 
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board,  all  of  whom  had  been  active  participants  in  the 
preliminary  tenant  management  meetings,  training  began  in 
July  1976.   One  year  later,  staff  training  commenced  and 
lasted  until  1978  when  a  contract  with  the  Jersey  City 
Housing  Authority  was  signed. 

The  Board  recruited  and  hired  an  experienced  staff  consisting 
of  twenty- two  members.   The  manager  was  an  original  board 
member  and  four  building  managers  had  been  active  in  the 
former  site  committee.   However,  throughout  the  Demonstration, 
troublesome  issues  concerning  staff  proved  to  be  somewhat 
complex.   The  relationship  between  the  Board  and  staff  was 
strained,  affecting  the  staff's  image  in  the  comnunity. 
Ineffective  handling  of  maintenance  problems  led  to  recrlBi- 
natlons  among  the  Board  staff  and  the  housing  authority. 
Although  the  Board  attempted  to  resolve  the  problem  and 
strengthen  tenant  management,  it  took  nearly  two  years 
before  a  contract  was  signed. 

At  the  end  of  the  Demonstration  In  June  1978,  the  THC  was 
effectively  and  routinely  managing  A.  Harry  Moore,  with  this 
development  being  significantly  a  more  decent  place  to  live. 
Services  have  Improved,  the  physical  plant  is  in  better 
repair  and  the  community  is  better  organized  and  able  to 
meet  its  needs. 

A  recent  site  visit  provided  information  as  to  the  current 
physical  conditions.   Data  assembled  by  the  Jersey  City 
Housing  Authority  and  Robert  Kolodny  of  Urban  Strategies « 
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on  management  performance  make  It  possible  to  examine 
Uh(.*  TMC'n  mana/^cment  cfroctivtMic:;:;  by  .-jtandard  management 
measures. 

Shortly  after  the  date  in  which  it  assumed  full  management 
responsibility,  the  TMC  had  maintained  an  occupancy  rate  of 
98%.   During  the  calendar  year  I98I,  the  vacancy  rate  was  1%. 
This  compares  with  an  Authority  vacancy  rate  of  9%  for  the 
same  period.   This  credible  performance  has  been  produced 
in  the  face  of  a  relatively  high  incidence  of  turnover. 

At  the  same  time  it  has  successfully  dealt  with  a  demanding 
turnover  situation,  the  TMC  has' managed  to  realize  a  signi- 
ficant increase  in  the  average  rent  charged.   Measuring  from 
the  beginning  of  1978  (the  period  Just  preceding  TMC  takeover) 
through  the  end  of  the  first  quarter  of  1982,  average  rent  at 
A.  Harry  Moore  had  gone  from  $74  to  $108.   This  represents  an 
increase  of  47%.   The  average  increase  in  rents  for  other 
authority  sites  which  were  not  tenant  managed  cane  to  40%. 
A.  Harry  Moore  clearly  outperformed  other  Jersey  City  Housing 
Authority  sites. 

The  TMC*s  performance  in  this  area  has  been  somewhat 
erratic.   Prior  to  contract  signing,  the  delinquency  rate 
at  A.  Harry  Moore  was  less  than  5%  and  the  figure  has 
remained  below  this  level.   Most  of  the  other  Jersey  City 
developments  brought  delinquency  rates  below  the  5%  nark 
somewhat  earlier. 
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In  1981  A.  Harry  Moore  had  the  highest  productivity  factor. 
In  the  final  four  months  of  1981,  workers  handled  an  average 
of  9.'*1  work  orders  per  day  with  the  nearest  competitor 
handling  Just  under  8  work  orders  per  day.   This  remains  at 
this  level  today.   Whatever  role  variables  might  have  played 
in  performance  of  other  sites,  A.  Harry  Moore's  productivity 
Is  clearly  high. 

The  TMC*s  productivity  is  measured  by  the  number  of  work 
orders  outstanding  at  month's  end.   During  the  first  two 
quarters  of  1982,  A.  Harry  Moore  brought  its  incomplete  work 
orders  to  zero  for  six  consecutive  months  and  remains  at  sere 
today.   A.  Harry  Moore's  chart  is  comparable  to  those  kept 
for  the  Authorities'  elderly  projects,  and  during  the  TMC^s 
tenure,  it  has  been  visibly  superior  to  those  of  other 
family  sites. 

In  a  recent  interview  with  Mr.  Audie  Pew,  Assistant  to  the 
Executive  Director  of  Jersey  City  Housing  Authority,  he 
stated  that  these  management  indicators  have  remained  at 
the  same  level  today  or  have  improved.   He  further  stated 
that  "A.  Harry  Moore  would  not  be  anywhere  near  where  it 
is  today  In  terms  of  management  services  if  it  were  not  for 
TMC."  ^  MDRC  concluded  that  the  clear  and  consistent  leader- 
ship of  the  Board's  chairperson  was  a  key  factor  in  A.  Harry 
Moore's  progress,  as  was  the  supportive  attitude  of  the 
Jersey  City  Housing  Authority. 
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JERSEY  CITY.  NEW  JERSEY  -  CURRIES  WOODS 

At  the  beginning  of  the  Demonstration,  MDRC  found  leadership 
at  A.  Harry  Moore  to  be  dull  and  plodding  along  while  it 
found  the  leadership  at  Curries  Woods  to  be  charismatic, 
active  and  well  organized.   This  led  site  planners  to  be- 
lieve that  the  residents  of  the  712  unit  family  development 
built  in  1959  outside  Jersey  City  were  capable  of  taking 
on  management  responsibilities.   Initial  community  reaction 
to  the  TMC  was  favorable  and  a  fourteen-member  board  was 
trained  with  the  A.  Harry  Moore  Board.   The  Curries  Woods 
Board  was  active  in  training  sessions  and  seemed  more 
organized  than  the  A.  Harry  Moore  group.   But  transient 
weak  leadership  did  not  foster  sustained  enthusiasm  from 
the  residents.   Further,  contrary  to  initial  beliefs,  strong 
community  support  and  the  allegiance  of  tenant  association 
participants  did  not  automatically  transfer  to  the  Tenant 
Management  Corporation.   In  fact  the  tenants*  association, 
The  United  Community  Council,  wanted  to  co-exist  with  the 
TMC  rather  than  disband  as  required  by  the  Demonstration. 

The  site  had  a  strong  tenant  association,  a  housing  authority 
committed  to  tenant  participation  and  had  previously  obtained 
MOD  funding.   Yet  Curries  Woods  was  the  only  site  in  the 
Demonstration  that  did  not  achieve  TMC  status.   The  housing 
authority  attributes  this  to  constant  board  turnovers  and 
infighting  among  members.   The  leaders  were  more  charismatic 
but  short-term.   In  the  period  of  the  Demonstration,  there 
were  approximately  seventy  different  board  members.   After 
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one  and  one-half  years,  the  conmunlty  removed  the  entire 
board.   The  transient  group  leadership  did  not  have  any 
roots  nor  develop  any  continuity.   According  to  Mr.  Pew, 
Curries  Woods  was  never  even  close  to  contract  signing. ^ 
In  spite  of  the  infusion  of  large  MOD  funds,  technical 
assistance,  training  and  support  from  the  housing  author- 
ity Curries  Woods  was  the  only  site  that  did  not  achieve 
the  major  threshold  of  tenant  management — the  signing  of 
a  management  contract. 

Prior  to  the  Demonstration,  Curries  Woods  was  considered 
one  of  the  better  sites  in  the  Jersey  City  Housing  Authority 
with  a  predominantly  working  class  and  large  population  of 
seniors.  As  this  site  began  to  deteriorate,  the  tenant 
population  began  turning  over  to  low-income  single  parent 
families  with  seniors  moving  out.   A  recent  site  inspection 
showed  a  desolate  unkempt  public  housing  development  with 
gang  wars  and  drug-selling  dally  occurrences.   While  the 
Jersey  City  Housing  Authority  is  exploring  alternate 
solutions,  Including  use  of  MOD  funds,  heavy  influx  of 
security  and  possible  demolition  of  several  buildings,  the 
quality  of  life  at  Curries  Woods  today  is  not  only  deplorable 
but  no  comparison  to  that  of  A.  Harry  Moore. 

LOUISVILLE,  KENTUCKY  -  IROQUOIS  HOMES 

Iroquois  Homes,  located  in  a  predominantly  white  lower  class 
community  in  Louisville,  was  built  in  1952  and  consists  of 
seventy-two  (72)  low-rise  buildings  containing  854  units. 
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Comprised  of  50%  white,  Louisville  waa  experiencing^  racial 
upheaval  as  a  result  of  court-ordered  bussing.   Evidence 
of  racial  cooperation  surfaced  with  the  election  of  a  black 
president  and  a  white  vice-president  to  the  Iroquois 
Resident  Council. 

This  racial  element,  combined  with  the  fact  that  strong 
support  for  tenant  management  was  shown  by  the  Resident 
Council,  the  Housing  Authority  of  Louisville  (HAL), 
Louisville's  mayor,  and  the  city-wide  tenant  organization, 
played  a  key  role  in  the  selection  of  Iroquois  Homes  as  a 
Demonstration  site. 

Although  six  of  the  nine  members  elected  to  the  Resident 
Management  Corporation  (RMC)  were  former  members  of  the 
Resident  Council,  the  new  board  lacked  many  of  the  skills 
necessary  for  effective  organization.   Membership,  however, 
was  stable  with  board  training  being  administered  by  HAL 
and  MDRC  field  representatives  and  consultants. 

While  the  RMC  had  the  benefit  of  an  experienced  and  dedi- 
cated Resident  Council  president,  the  board  did  survive  a 
period  of  uncertainty  that  followed  the  resignation  of 
the  Executive  Director  in  April  1977.   This  was  remedied 
when,  after  six  months,  HAL  hired  a  new  executive 
director  who  was  also  enthusiastic  about  the  tenant 
management  concept.   Recruiting  of  staff  members  pro- 
duced a  generally'  low  response.   However,  staff  was 
recruited  by  October  1977,  trained  and  has  performed 
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efficiently.   On  July  13 >  1978,  the  Resident  Management 
Corporation  signed  a  contract  with  the  Housing  Authority 
assuming  responsibility  for  budget,  maintenance  of  vacant 
unit  preparation,  and  supervision  of  onsite  HAL  employees. 
Slowly  a  real  partnership  between  the  RMC  and  HAL  has 
emerged . 

The  initial  reluctance  of  HAL  to  relinquish  management 
responsibilities  to  the  RMC  stemmed  from  employees* 
fears  of  losing  Jobs  to  the  RMC  staff.   The  RMC,  on  the 
other  hand,  perceived  HAL  as  being  too  busy.   Efforts  to 
assuage  these  tensions  resulted  in  the  establishment  of 
monthly  meetings  and  an  orientation  program  for  HAL 
employees  designed  to  enhance  the  relationship  between 
the  two  groups. 

Community  support  for  tenant  management  also  proved 
difficult  to  create  with  lack  of  interest  and  suspicion 
by  residents  impeding  efforts.   Community  relations 
efforts  were  undertaken  to  involve  the  resident  popula- 
tion and  to  clarify  the  role  of  the  tenant  management 
program  in  the  community. 

At  the  close  of  the  Demonstration,  the  impact  of  the 
program  was  felt  to  be  positive  with  many  improvements 
stemming  from  the  Demonstration.   The  HAL  felt  that 
tenant  management  had  decreased  both  vacancies  and  rent 
arrears.  The  RMC  appeared  better  able  to  complete 
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nalntenanoe  work  than  central  managenent  and  corrections 

in  record  keeping  increased  the  efficiency  of  modernization, 

accounting  and  management  departments. 

Strong  motivated  board  members  unified  as  a  group  to  become 
effective  community  leaders  and  develop  Iroquois  Homes  into 
one  of  the  most  successful  tenant  management  corporations 
in  the  Demonstration. 

The  HAL  presently  has  decided  to  implement  tenant  management 
in  another  public  housing  project  through  the  assistance  of 
Public  Housing  Urban  Initiatives  funds. 

NEW  HAVEN,  CONNECTICUT  -  QUE-VIEW  TMC 
The  Que-Vlew  TMC  consisted  of  two  housing  developments 
totaling  260  units.   Both  were  low-rise  developments  but 
Quinnipac  Terrace,  built  In  1941  and  possessing  248  of 
the  units,  was  29  years  older  than  Rlvervlew. 

Many  tensions  between  the  TMC,  the  New  Haven  Housing 
Authority  (NHHA)  and  MDRC  developed  during  the  Board's 
training.  A  large  deficit  and  drain  on  morale  produced 
by  a  housng  authority  on  the  brink  of  bankruptcy  and 
depfltrture  of  the  executive  director  were  major  factors 
unforeseen  prior  to  the  selection  of  this  site  for  the 
National  Tenant  Management  Demonstration. 

Internal  problems  within  the  TMC  also  kept  Que-Vlew  from 
having  a  strong  tenant  management  corporation.   While  the 
Board  lacked  leadership,  the  housing  authority  viewed  MDRC 
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as  a  consultant  insisting  that  training  be  executed  accord- 
ing to  their  own  manual  rather  than  the  Demonstration's 
Program  Sequence  Guide.   Eventually  the  training  consultants 
were  dismissed  and  their  responsibilities  taken  over  by  the 
NHHA  executive  director  and  his  staff.   Although  the  NHHA 
training  manual  was  adequate,  the  housing  authority  staff 
did  not  have  the  experience  or  the  sensitivity  to  tenant 
needs  to  properly  convey  its  contents  in  a  training  context. 

Further  the  housing  authority  continued  to  exercise  control 
over  the  TMC  by  insisting  the  Que-View  be  among  the  first 
Demonstration  sites  to  sign  a  management  contract.  HDRC, 
while  initially  maintaining  that  the  TMC  Board  was  unstable 
and  lacking  adequate  training  to  enter  into  contractual 
agreement,  eventually  acquiesced  to  agreements  presented 
by  the  TMC  Board.   This  early  contract  signing  led  the  Board 
and  staff  to  believe  that  they  were  more  prepared  to  manage 
their  community  than  was  actually  evidenced. 

In  June  1978,  after  six  months  of  extreme  turmoil,  the 
executive  director  resigned.  While  the  strong-willed  and 
somewhat  intimidating  presence  of  the  first  director  had 
presented  problems,  the  lack  of  interest  and  policy  of 
**benign  neglect**  by  his  successor  further  antagonized  the 
Board,  who  felt  that  they  were  not  receiving  enough  support 
from  the  housing  authority.   Throughout  the  Demonstration 
period,  NHHA*s  financial  deficit  increased  causing  mainte- 
nance delays,  a  union  strike,  staff  resignations,  reduced 
tenant  services  and  drastic  staff  cuts. 
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Whether,  in  light  of  all  these  difficulties,  a  viable  TMC 
could  have  eventually  emerged  is  questionable.   Prior  to 
the  allocation  of  new  funding  from  HUD,  the  NHHA  ended 
New  Haven's  tenant  management  experiment  with  its  decision 
not  to  continue  the  tenant  management  program  at  Que-View. 

NEW  ORLEANS,  LOUISIANA  -  CALLIOPE  DEVELOPMENT 
Consisting  of  95  low-rise  buildings  containing  1,550  units 
near  downtown  New  Orleans,  Calliope  was  the  largest  develop- 
ment in  the  National  Tenant  Management  Demonstration.   With 
erection  of  the  buildings  starting  in  19^*0,  Calliope  was  in 
need  of  extensive  renovation  and  modernization  at  the 
beginning  of  the  Demonstration. 

Unlike  several  Demonstration  sites.  Calliope's  residents 
were  generally  very  supportive  of  the  TMC  Board  and  staff. 
By  fostering  support  through  community-related  events,  the 
TMC*s  area  meetings  were  consistently  well  attended. 

Early  in  the  Demonstration,  internal  strife  paralyzed 
the  TMC  Board,  but  advantageous  turnovers  on  the  Board, 
favorable  working  relations  with  the  housing  authority 
and  strong  community  support  helped  create  conditions 
leading  to  the  development  of  strong  capable  tenant 
managers. 
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During  training  the  lack  of  organizational  and  decision 
making  experience  was  evidenced  by  most  of  the  ten-member 
TMC  Board.   Dissension  among  members  was  overcome  by  MDRC 
training  consultants  who  deviated  from  the  training  schedule 
to  instruct  the  Board  in  community  organization,  decision 
making  and  group  relations.   Turnover  within  the  Board 
removed  troublesome  members  and  helped  facilitate  progress 
within  the  TMC.   The  Board,  however,  continued  to  progress 
slowly  and  in  September  1976  a  technical  assistant  was 
hired  who  proved  instrumental  in  pulling  the  Board 
together  and  overcoming  many  early  difficulties. 

While  the  support  of  key  Housing  Authority  of  New  Orleans 
(HANO)  officials  helped  the  TMC  Board  to  Increase  Its 
leadership  capabilities,  housing  authority  support  below 
the  executive  level  was  inconsistent.   Once  HANO  guaranteed 
employees  jobs,  relationships  improved  considerably. 

The  large  Calliope  community  provided  a  large  capable  body 
of  leadership  from  which  to  choose  a  TMC  staff.  A  key  factor 
in  site  progress  was  the  hiring  of  the  former  site  manager 
as  Calliope's  technical  assistant.  Being  well  accepted  by 
the  residents,  he  was  able  to  bridge  many  gaps  between  the 
housing  authority  and  the  TMC.  This  was  an  important  fact 
as  residents,  while  fully  trained,  were  still  in  need  of 
considerable  assistance  in  dealing  with  the  intricacies  of 
managing  such  a  large  project. 
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Although  Calliope  initially  showed  little  potential  for 
effective  leadership,  HANO  and  the  TMC  worked  successfully 
as  partners  in  site  management  and  the  New  Orleans  TMC  grew 
during  the  program  to  become  a  very  stable  management  body. 
Calliope  proved  to  be  a  positive  test  of  tenant  management. 

OKLAHOMA  CITY,  OKLAHOMA  -  SUNRISE  ACRES  TMC 
Sunrise  Acres  incorporated  several  geographically  separate 
communities  into  one  tenant  management  corporation.   The  most 
cohesive  neighborhood  was  a  conventional  housing  development 
consisting  of  150  units.  Sooner  Haven.   Other  developments 
included  a  four  block  area  of  170  unattached  single  family 
houses,  90  attached  single  family  houses  clustered  in  private 
neighborhoods  and  127  scattered  single  fanfily  units.   This 
dispersion  created  an  isolation  of  several  of  the  TMC  neighbor- 
hoods from  the  TMC,  making  input  into  TMC  decisions  and  site 
management  difficult.   The  lack  of  resident  participation  in 
TMC  functions  was  obvious  early  in  the  program.   There  were 
also  conflicts  between  the  OCHA  Board  of  Commissioners  and  its 
executive  director,  and  a  lack  of  leadership  among  the  tenant 
representatives  left  the  program  without  a  real  foundation. 

Management  problems  within  the  housing  authority  compounded 
those  of  TMC.   Internal  disputes  among  the  housing  authority 
officials  caused  some  of  the  employees  to  leave  OCHA,  in- 
cluding the  executive  director  who,  although  not  personally 
active,  had  vocally  supported  the  TMC  program.   The  new 
executive  director  was  even  less  supportive  and  insisted  on 
maintaining  control  of  the  TMC*s  actions. 
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In  February  1978  he  Instructed  his  staff  to  write  a  nanageaent 
contract  for  OCHA  and  the  TMC  without  involving  the  tenants. 
Although  the  contract  was  not  signed  until  after  the  site  had 
been  dropped  from  the  Demonstration,  this  exemplified  the 
general  attitude  of  the  housing  authority  toward  the 
Demonstration. 

While  the  OCHA*s  interest  had  been  the  most  sustained  and 
seemed  the  most  viable  at  the  beginning  of  the  Demonstration , 
It  was  felt  that  this  site  provided  a  good  lesson  in  pre- 
dicting when  tenant  management  is  likely  to  fail.   Program 
activities  were  characterized  by  a  long  period  of  disorgani- 
zation with  continuous  turnover  in  trainers,  field 
representatives,  housing  authority  personnel  and  board 
chairpersons. 

The  fluctuation  of  leadership  at  the  housing  authority  was 
matched  by  the  lack  of  leadership  among  the  Sunrise  Acres* 
residents. 

Although  training  instructors  worked  continuously  with  the 
Board,  its  members  never  acquired  organizational  or  leader- 
ship skills.   Only  a  reconstitution  of  the  Board,  coupled 
with  intensive  long-term  training  and  a  new  comnitnent  by 
the  housing  authority,  could  create  a  successful  tenant 
management  program  at  Sunrise.   With  none  of  these  condi- 
tions evident,  Oklahoma  City  in  mid-1978  was  dropped  froa 
the  National  Demonstration. 
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ROCHESTER,  NEW  YORK  -  ASHANTI  TMC 

In  Rochester,  New  York,  the  newest  and  smallest  site  of  the 
Domonntratton  was  formed  by  combinin/':  five  ncparate  public 
housing  developments  located  within  one  mile  of  each  other. 
Constructed  in  1968,  Ashantl  was  in  good  physical  condition 
with  an  adequate  delivery  of  services  prior  to  the 
Demonstration.   Totaling  only  211  units,  each  small  develop- 
ment could  not  singularly  initiate  such  a  program.   Feeling 
that  perhaps  they  could  do  so  in  cooperation  with  others, 
one  manager  was  hired  for  the  five  developments,  with  each 
development  maintaining  its  own  tenant  organization.   Each 
tenant  management  organization  continued  to  exist  in  the  form 
of  "block  clubs**  under  the  auspices  of  the  Tenant  Management 
Corporation.   A  representative  was  elected  from  each 
development  to  serve  on  the  TMC  Board  of  Directors. 

The  active  participation  of  the  Rochester  Housing  Authority 
(RHA)  in  training  of  the  Board  and  the  very  heavy  fusion  of 
technical  assistance  and  training  resources  assisted  in 
Board  growth  and  in  establishment  of  an  excellent  working 
relationship  between  the  RHA  and  TMC.   While  the  stability 
of  the  RHA's  executive  director  provided  the  continuity 
needed,  a  smooth  transition  was  due  to  the  enthusiasm  and 
support  of  the  RHA  and  to  the  TMC  Board's  strong  leadership 
capabilities. 

Demonstrating  perseverance  and  dedication,  Ashantl  was  the 
only  site  in  the  Demonstration  to  complete  Board  and  staff 
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trair.ir,g  as  sc^.ci-;lc4-   TTicre  vas  lirtle  Beard  tumoTer  with 
^r.e  initial  chairperson  remaiclns  ir:  cffice  through  the 
crucial  first  two  years.   Although  the  level  or  experience 
sf  tr.e  staff  varied,  the  housing  aanager  had  been  a  president 
cf  sre  of   the  tenant  associations  with  nany  staff  neabers 
possessing  prior  experience  with  conaunity-oriented  groups. 

Secajse  the  developaent  was  not  beset  by  najor  probleas, 
residents  did  not  actively  participate  in  THC  meetings, 
preferring  to  work  through  their  respective  block  club 
representatives.   Funding  for  increased  social  services, 
recreation  programs  and  tenant  enployaent  opportunities 
made  tenants  receptive  to  tenant  management. 

While  the  TMC  was  not  without  its  share  of  internal  problems. 
it  was  able  to  maintain  its  stability  and  effectiveness. 
The  conversion  to  tenant  management  occurred  without  major 
difficulty. 

The  Rochester  Housing  Authority  anticipates  continuance  of 
tenant  management  at  Ashanti  with  little  variance  from  the 
program  model.  Both  private  and  public  sectors  have  awarded 
funds  to  the  TMC  to  meet  personnel  expenses. 
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NATIONAL  TENANT  MANAGEMENT  DEMONSTRATION 
FINDINGS  AND  CONCLUSIONS 

The  major  findings  and  conclusions  of  the  National  Tenant 

Management  Demonstration  and  recommendations  for  future 

1 
action  where  appropriate  are  presented  below: 

1.    In  most  of  the  public  housing  developments  in  the 

Demonstration,  tenant  management  worked  Just  as  well 
as  previous  management  by  housing  authorities.   This 
suggests  that  tenants  can  manage  public  housing  projects 
effectively  under  certain  conditions  attainable  in  many 
projects.   But  it  also  indicates  that,  at  least  in  the 
short  run,  tenant  management  does  not  usually  produce 
results  markedly  superior  to  those  steooing  fron  con- 
ventional housing  authority  management.   Specifically, 
tenant  management  was  not  significantly  better  than 
housing  authority  management  in  terms  of  individual 
performance  indicators  such  as  average  rent  collections, 
vacancy  rates  or  speed  of  response  to  maintenance 
requests. 

None  of  the  above  findings  depended  upon  poor  past  per- 
formance by  housing  authority  management;  tenant  nanagers 
were  Just  as  effective  as  their  predecessors,  even  where 
the  latter  had  been  performing  well  and  where  no  traunatic 
events  like  the  St.  Louis  rent  strikes  had  occurred.   Nor 
did  these  findings  depend  upon  the  use  of  MOD  funds  as  a 
concomitant  of  tenant  management.    Therefore,  we  believe 
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tenant  management  may  work  effectively  In  a  sizable 
fraction  of  existing  public  housing  authorities, 
subject  to  the  conditions  described  further  below. 

2.   Compared  to  traditional  public  housing  management, 
tenant  management  produced  such  additional  benefits 
as  (a)  Increased  employment  of  residents,  (b)  a  sense 
of  personal  development  among  participants  In  the  tenant 
management  organization,  and  (c)  a  greater  overall 
satisfaction  with  the  project  management  among  residents, 
but  also  Incurred  significant  additional  costs.   While 
these  benefits  are  quite  Important,  It  is  difficult — 
perhaps  Impossible — to  quantify  their  importance. 

Onslte  tenant  employment  Increased  over  the  course  of 
the  Demonstration  and  exceeded  HUD*s  desired — but 
infrequently  attained — target  of  hiring  25  percent  of 
project  workers  from  among  residents.   Many  Jobs  were 
created,  particularly  In  TMC  core  management,  social 
services,  and  aide  categories.   However,  It  appeared 
that  without  continued  supplemental  funding  from  HUD, 
most  of  these  added  Jobs  could  not  be  sustained  beyond 
the  Demonstration. 

Increased  personnel  accounted  for  most  of  the  additional 
costs  at  the  sites,  adding  from  13  to  62  percent  to  what 
continued  traditional  management  would  have  cost.   This 
wide  range  of  added  costs  resulted  from  variations  in 
levels  of  both  tenant  employment  and  numbers  of  units 
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involved  at  each  site.   It  Indicated  the  range  of 
additional  costs  likely  to  be  required  by  tenant 
management.    However,  many  of  the  residents  employed 
in  tenant  management  positions  would  otherwise  have  been 
on  welfare  or  receiving  other  public  aissistance.   Among 
a  sample  of  workers  interviewed,  70  percent  had  pre- 
viously been  receiving  some  type  of  public  assistance 
that  they  no  longer  required.   Therefore,  not  all  the 
additional  personnel  costs  that  housing  agencies  would 
have  to  pay  to  sustain  tenant  management  represent  net 
additional  costs  to  society.   Assessing  the  true  magni- 
tude of  such  net  social  costs,  however,  was  beyond  the 
scope  of  this  Demonstration. 

Creating  effective  tenant  management  takes  widely  varying 
amounts  of  time  in  different  developments  and  requires 
certain  preconditions.   The  most  important  of  these  is 
a  strongly  positive  and  cooperative  attitude  on  the  part 
of  the  public  housing  authority  and  the  ability  of  exe- 
cutive directors  to  communicate  their  commitment  to  this 
new  idea  to  the  public  housing  authority  staff  and  to 
mobilize  housing  authority  resources  in  ImpleBentlng  it. 
In  addition,  adequate  time  should  be  available  to  train 
residents  in  general  organizational  skills,  as  well  as 
in  the  specific  tasks  of  managing  public  housing.   Many 
residents  elected  as  board  members  had  United  or  no 
previous  experience  functioning  in  such  a  setting;  they 
had  to  learn  basic  board  skills  before  they  could  deal 
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with  tenant  managenent  Issues  effectively.   However, 
neither  extremely  adverse  prior  conditions  nor 
traumatic  events  like  those  preceding  tenant  manage- 
ment in  St.  Louis  are  necessary  for  successful  tenant 
management . 

Technical  assistance  is  essential  to  the  development 
of  effective  tenant  management  throughout  its  planning 
and  implementation  and  well  into  the  period  after 
contract  signing.   The  effectiveness  of  technical 
assistance  depends  upon  support  and  acceptance  from 
both  the  public  housing  authority  and  the  tenant 
management  corporation.   However,  identification  and 
recruitment  of  adequate  technical  assistance  personnel 
are  difficult  and  time  consuming  because  of  the  many 
skills  required  for  this  role.   Board  training  took 
twice  as  long  as  had  been  anticipated  by  program 
planners,  and  provision  of  technical  assistance  to  each 
board  was  needed  throughout  the  course  of  the  Demon- 
stration. Although  this  need  diminished  in  intensity, 
the  boards  required  ongoing  help  to  consolidate  and 
further  develop  their  decision  making  and  planning 
abilities  and  to  resolve  internal  conflicts.  Moreover, 
the  presence  of  nonpublic  housing  authority  technical 
assistance  appeared  necessary  for  the  TMC  to  develop 
as  a  truly  independent  entity.   The  use  of  both  public 
housing  authority  and  nonpublic  housing  faculty  in  the 
training  of  board  and  staff  seemed  successful. 
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Therefore,  any  attempt  to  institute  tenant  nanagement 
in  a  large  number  of  public  housing  projects  would 
probably  be  most  effective  if  a  single  organization 
were  responsible  for  arranging  and  overseeing  the 
complex  process  of  training  and  technical  assistance. 

5.  Because  the  tenant  management  organizations  formed 
during  this  Demonstration  were  not  in  operation  very 
long,  it  is  difficult  to  draw  firm  conclusions  about 
their  possible  longer  range  impacts  upon  either  manage- 
ment performance  or  resident  satisfaction.   Therefore, 
we  strongly  recommend  that  HUD  support  continued  tenant 
management  in  these  projects  for  several  more  years  and 
carefully  monitor  and  evaluate  their  performance  through 
existing  HUD  channels.   Such  monitoring  and  evaluation 
should  cover  benefits  and  costs  of  employment  and  coa- 
munity  development  impacts  of  tenant  management.   Future 
analysis  of  tenant  management  should  focus  not  only  on 
housing,  but  also  on  these  broader  nonhousing  effects 
that  are  likely  to  produce  significant  social  benefits 
and  costs  not  dealt  with  in  this  Demonstration. 

6.  The  prerequisites  of  successful  tenant  management  exist 
in  varying  degrees  in  public  housing  projects  across 
the  United  States.   Sufficient  numbers  of  qualified 
residents  were  available  to  fill  tenant  management 
corporation  board  and  staff  positions  in  all  but  one 

of  the  projects  in  the  Demonstration.   Although  initial 
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turnover  among  top  level  TMC  staff  was  high,  perform- 
mance  was  generally  adequate,  and  the  continuity  and 
strength  of  the  TMC  were  not  impaired.   We  believe 
the  resident  capabilities  for  adequate  tenant  manage- 
ment exist  in  nearly  all  other  public  housing  projects 
as  well. 

There  are  greater  variations  in  the  attitudes  of  public 
housing  authorities  and  their  executive  directors  toward 
tenant  management.   When  this  Demonstration  began,  very 
few  expressed  much  interest  in  trying  tenant  management, 
even  though  major  financial  incentives  to  do  so  were 
offered.   Their  interest  may  rise  once  the  results  of  the 
Demonstration  become  known  and  they  realize  that  tenant 
management  does  not  unduly  disrupt  housing  authority 
operations.   However,  maintaining  the  necessary  continu- 
ity of  housing  authority  support  for  tenant  management 
is  often  difficult  because  of  relatively  rapid  turnover 
among  executive  directors.   Consequently,  we  believe 
that  tenant  management  has  mixed  probabilities  of 
success  in  the  nation's  public  housing  projects. 
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TENANT  MANAGEMENT  PERSPECTIVE 

FROM 

RESIDENTS,  RESEARCHERS  AND  PRACTITIONERS 

The  concept  of  tenant  managenent,  from  the  tenants* 
perspective,  is  inextricably  linked  to  the  resident 
cofflBunity. 

Proponents  of  tenant  oanagefflent  believed  that  confflunity 
experience  and  perspective  could  be  brought  into  focus  while 
demonstrating  the  capability,  concerns  and  cofflmltment  of  the 
residents.  With  the  decisions  made  directly  affecting  the 
quality  of  their  own  lives  and  those  of  their  neighbors, 
tenants  felt  they  would  pursue  sound  management  practices 
more  vigilantly  to  make  their  homes  and  community  a  better 
place  in  which  to  live.   In  addition,  being  available  onsite 
twenty-four  hours  per  day,  tenant  managers  would  have  the 
added  advantage  of  being  more  responsive  and  sensitive  to 
needs  of  the  residents. 

Through  strong  dedicated  leadership,  residents  believed 
that  tenant  management  would  instill  a  sense  of  community 
and  respect,  enforcing  the  idea  that  "this  is  where  you 
live — your  home.**    Reflecting  the  hopes  and  needs  of 
the  residents f  tenant  management  policies  would  create  a 
feeling  of  trust  and  confidence  from  which  real  pride  and 
enthusiasm  toward  community  involvement  would  spring. 

Believing  that  effective  and  responsible  housing  management 
begins  with  successful  communication,  tenants  felt  they 
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would  more  actively  work  to  inform  residents  and  initiate 
activities.   Sensitive  to  the  needs  of  their  fellow  residents, 
this  communication  would  more  easily  and  successfully  result 
from  tenant  management  activities. 

Tenant  managers  would  then  act  decisively  to  identify  the 
needs  and  concerns  of  residents  while  providing  opportunities 
for  employment  and  career  advancement  never  before  available. 
With  increased  resident  satisfaction,  tenant  managers  would 
gain  the  ability  to  exercise  control  over  their  neighborhoods » 
leading  to  increased  security  and  improved  maintenance  and 
upkeep  of  the  grounds  and  buildings. 

Based  on  these  premises,  this  new  management  group,  working 
as  a  team,  would  create  a  partnership  with  the  housing 
authority  whereby  improved  management  services  and  better 
public  housing  would  result.   As  more  residents  would  becoae 
involved,  a  greater  sense  of  pride  transmitted  to  the 
community  at  large  would  enhance  the  overall  image  of  public 
housing. 

To  implement  this  concept,  Tenant  Management  Corporations 
(TMC*s)  were  organized  as  another  form  of  managing  public 
housing  estates  with  the  principal  managing  agent  being 
the  resident  group. 

With  the  control,  responsibility  and  authority  to  iapleaent 
decisions,  five  general  goals  by  which  the  success  of  resident 
management  could  be  measured  were  developed: 
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(1)  Improved  nanagenent  perfornance 

(2)  Reduction  of  crime,  vandalism  and  antisocial 
behavior 

(3)  Increased  resident  satisfaction 

(M)   Provision  of  new  employment  opportunities 
for  residents 

(5)   Heightened  community  spirit 

Perhaps  the  greatest  test  of  tenant  management  from  the 

tenants*  perspective  Is  their  satisfaction  with  project 

conditions  regardless  of  what  they  feel  about  management 

style  or  performance. 

Positive  trends  appeared  In  the  findings  of  Manpower 
Demonstration  Research  Corporation  (MDRC)  In  spite  of  the 
fact  that,  at  all  six  tenant  management  sites,  there  had 
been  little  change  In  the  performance  of  Important 
management  functions. 

The  Urban  Institute  surveys  generally  report  that  residents  at 
the  sites  were  satisfied  with  tenant  management  regardless  of 
the  condition  of  the  estate.   (Table  7-16  listed  as  Appendix  B 
on  Page  84  summarizes  findings  In  this  regard.) 

MDRC  noted  that  a  generally  positive  picture  of  TMC  emerges 
from  an  examination  of  Its  performance  from  the  tenants' 
perspective.   Although  little  Improvement  In  the  performance 
of  specific  management  functions  was  perceived,  the  Increase 
In  satisfaction  with  overall  management  was  significantly 
greater  for  tenant  management  residents  than  for  their  control 
counterparts.   Evaluation  of  the  TMC  produced  a  fairly  positive 
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assessment  of  it — approxinately  half  of  the  tenants  felt  it 
was  able  to  get  things  done,  and  on  the  average ,  it  was  rated 
as  doing  a  somewhat  better  job  than  the  previous  tenant 
organization  and  the  public  housing  authority. 

However,  many  noted  housing  researchers  and  practitioners  in 
the  field  of  public  housing  believe  there  is  reason  to  regard 
tenant  management  with  extreme  caution  in  the  absence  of 
reliable  supporting  data. 

Raymond  J.  Struyk,  a  housing  expert  who  has  written  extensively 
on  the  subject,  has  concluded  in  his  book,  A^  WEW  SYSTEM  POR 
PUBLIC  HOUSING ,  that  clearly  tenant  management  cannot  work 
for  everyone.  He  continues  to  state  that  while  tenant  Manage- 
ment is  competitive  with  conventional  management  if  imple- 
mented properly,  "It  is  a  delicate  operation  requiring  good 
will,  good  people,  extensive  external  assistance  and 
substantial  continuity.** 

A  study  was  prepared  by  Dr.  George  Wendel,  Director  of 
Center  for  Urban  Programs  at  St.  Louis  University,  on  tenant 

management  in  St.  Louis  between  1973  and  1975.   The  overall 

I 

judgment  of  THC-managed  developments,  although  mildly  -' 

I 

favorable,  showed  significant  weakness  in  the  areas  of         / 

/ 

maintenance  and  rent  collection.  Very  little  advantage  was    / 

/ 
claimed  for  tenant  management  with  respect  to  the  standard 

I 

criteria  of  managerial  performance. 
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The  most   iaflaential  of  saterials  oo  tenant  aanaceaent  bms 

been  an  article  bj  Fic5iari  Baron,  ooc  of  tbc  orlsia^ 
organizers  of  T?9C*s.    FonDcrly  with  tbe  Legal  Aid  Society 
in  St.  Louis,  Jfr.  Baron  initiated  a  technical  coosultins  firm 
for  assisting  and  pronoting  TWC  organizations.   Tbe  cnoE  of 
BaroD*s  clain  is  tliat  tenant  sanagers  hare  performed  as  itell 
as  cocT-^r.Mr-sl  sanagers  in  respect  to  "hard"  indicators  of 
good  management  and  much   better  in  respect  to  "soft* 
diaensions  of  aana^esent. 

Professor  Eugene  Meehan  of  the  Unirersitj  of  Missouri  and 
author  of  nany  public  housing  books  contends  that  inforsatioo 
is  insufficient  and  misleading,  and  no  sound  :l::^u3eated 
research  has  been  conducted  upon  which  to  base  findings 
and  conclusions.    He  belieres  that,  vhile  the  tenant  manage- 
■ent  claims  are  impressire,  the  evidence  does  not  support 
the  claims  with  costs  being  Ignored  completely. 

Stating  that  Baron  uses  assertion  rather  than  argument. 
Dr.  Meehan  points  out  that  inadequacy  of  TMC  maintenance 
operations  noted  in  the  St.  Louis  Onirersity  studies  hare 
been  ignored  completely.   Further  noting  that  increases 
in  accounts  receivable  rose  at  the  same  level  as  authority- 
managed  developments.  Dr.  Meehan  adamantly  asserts  that  most 
testable  claims  made  in  behalf  of  tenant  management  are 
simply  mistaken.   He  further  cautions  of  the  danger  in  over 
hasty  generalizations  that  fail  in  particular  settings  and 
lead  to  "unwarranted  expansion  of  what  turns  out  to  be  only 
a  local  success." 

50 


Digitized  by  VjOOQIC 


3162 


Carefully  compiling  and  extensively  documenting  Information, 
Dr.  Meehan*s  study  leaves  little  room  for  doubt  with  overall 
evidence  supporting  the  findings  that  TMC  managed  developments 
in  St.  Louis  were  in  no  respect  superior  and  in  some  respects 
inferior  to  other  authority-managed  projects.  Accomplishments 
claimed  for  tenant  management  occurred  in  all  developments  as 
a  result  of  heavy  expenditures.  Precisely,  Dr.  Meehan  declares 
that  "No  management  could  have  an  impact  on  operations  equal  to 
the  effect  of  expenditure  changes  of  this  order.**   If  resources 
are  adequate  the  conclusion  is  inescapable  that  the  difference 
in  the  condition  of  life  among  developments  is  hardly  noticeable. 

In  a  recent  interview  Dr.  Meehan  summarized  his  beliefs  stating 
that  tenant  management  efforts  have  been  characterized  by 
irrational  behavior,  unsound  economic  activity  and  an  almost 
totally  unproductive  use  of  real  assets. 

William  A.  Pearson,  Chairman  of  the  Board  of  Commissioners  of 
the  St.  Louis  Housing  Authority  for  the  past  five  years, 
believes  that,  while  tenant  management  began  with  good  inten- 
tions in  St.  Louis,  it  has  been  exploited  and  become  big 
business.  Stating  that  **the  emergent  leadership  has  grown 
and  become  very  sophisticated,**  he  feels  that  leadership 
is  now  **directed  at  wrestling  power  from  the  legally 
constituted  governing  power  and  the  uplifting  of  a  few 
individuals.** 

Although  he  believes  leadership,  particularly  organizing 
within  the  tenant  body,  is  desirable  if  done  properly  to 
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serve  as  a  guide  for  tenants,  he  firmly  notes  that  under 
legal  contract,  the  Board  maintains  ultimate  responsibility 
for  the  public  housing  authority. 

Mr.  Pearson  goes  on  to  deal  with  the  more  difficult  and  widely 
debated  question  of  the  role  of  public  housing  in  the  United 
States.   Stating  that  the  philosophy  of  the  current  leadership 
has  changed,  Pearson  explains  that  instead  of  being  support 
for  temporarily  dislocated  individuals,  many  residents  are 
now  staying  for  as  long  as  twenty-five  years.   With  20,000 
people  on  the  waiting  list,  he  insists  that  this  denies  access 
to  many  and  is  discretionary  toward  a  few.   Believing  that  the 
whole  philosophy  of  public  housing  has  been  Impaired  in  its 
efforts  to  serve  the  large  population,  Pearson  contends  that 
"public  housing  is  now  providing  a  narrow  population  with 
better  and  better  services."^ 

Gilbert  Y.  Steiner  of  the  Brookings  Institute  mirrors  Pearson's 
views  in  his  critically  acclaimed  book,  THE  STATE  OF  WELFARE. 
He  points  out  that,  while  public  housing  is  a  relief  program 
to  assist  about  2.5  million  poor,  only  about  10%  of  the  poverty 
income  population  live  in  public  housing  or  benefit  from  rent 
supplements.   The  number  of  dwelling  units  is  far  smaller  than 
the  number  of  eligible  poor.   Steiner  questions  why  more  units 
have  not  been  produced  to  reduce  the  gap  between  the  number  of 
poorly  housed  and  the  number  of  available  public  housing 
dwellings  asking,  "Is  public  housing  a  success  because  it 
provides  for  2.5  million,  or  is  it  a  failure  because  it  has  not 


52 


Digitized  by  VjOOQIC 


3164 


provided  for  millions  of  others?"^   Stelner  continues  suggesting 
that,  while  public  housing  policy  has  never  been  extended  to 
Include  social  and  psychological  rehabilitation,  public  housing 
authorities  have  put  their  limited  resources  into  services  for 
residents  rather  than  an  emphasis  on  techniques  to  speed  up 
construction  once  authorization  of  new  starts  were  legislated. 
Concluding  that  the  program  has  not  made  sufficient  progress 
in  either  area,  Stelner  sums  up  his  beliefs  stating  that» 
"No  matter  how  exquisitely  imaginative  its  design,  any  program 
that  fails  to  produce  enough  goods  to  meet  the  needs  of  a  big 

o 

part  of  its  clientele  should  merit  reconsideration."' 

Organizations  such  as  The  National  Association  of  Housing 
Redevelopment  Offices  (NAHRO)  and  The  Urban  Institute  have 
also  researched  tenant  management  expressing  concerns  regarding 
their  findings  from  studies  and  task  force  reports.   The  Urban 
Institute  conducted  a  major  survey  of  120  public  housing 
authorities.   The  Institute  found  that  the  high  performance 
groups,  on  the  average,  had  higher  levels  of  residents  and 
staff  satisfaction,  better  maintained  buildings  and  consider- 
ably lower  total  operating  expenditures  while  the  tenants  in 
low  performance  group  authorities  actually  had  significantly 
more  authority  in  setting  rules  for  the  projects  and  in 
operations.  ^^ 

A  second  study  conducted  by  The  Institute,  and  documented  in 
KEYS  TO  SUCCESSFUL  HOUSING  MANAGEMENT  further  denoted  that 
"where  onsite  managers  took  an  increased  responsibility,  expenses 
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tended  to  be  higher  but  both  occupants  and  nanagers  perceived 

11 
the  project  to  be  working  more  effectively."   This  study  also 

documented  several  elements  for  management  success.   Crucial 

factors  identified  particularly  relating  to  multi-family 

housing  for  low-to-moderate  income  households  were  seen  as: 

firmness  in  enforcing  rules,  responsiveness  to  tenants*  needs 

and  the  shouldering  of  certain  responsibilities  by  residents. 

Based  on  extensive  interviews  with  housing  managers  and 
occupants  across  the  country,  proprietary  interest,  as  is 
commonly  believed,  was  not  the  key  to  successful  housing 
management.   Each  ownership  type  included  both  well  managed 
and  poorly  managed  projects.  Evidence  clearly  indicated 

that  no  one  form  of  ownership  or  organization  assured 

12 
successful  management. 

Although  NAHRO  supports  and  endorses  the  concept  of  tenant 
participation  and  tenant  management  as  a  means  to  more 
effectively  serve  low-income  residents,  some  task  force 
members  report  they  are  aware  that  "the  question  is  not 
free  from  doubt  and  that  an  irresponsible  delegation  of 
public  housing  authority's  responsibilities  to  tenant 
groups  or  other  forms  of  tenant  control  may  lead  to  chaos, 
confrontation  and  bad  housing.** 

Leaders  of  tenant  management  corporations  have  also 
acknowledged  weaknesses  of  tenant  management.   In  a  recent 
interview,  Loretta  Hall,  Resident  Manager  of  Carr  Square 
in  St.  Louis,  stated,  '*As  the  wind  blows,  so  does  tenant 
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management  policy,**   explaining  that,  even  after  years  of 
organizing  efforts,  the  TMC*s  in  St.  Louis  remain  at  the 
mercy  of  the  housing  authority  and  community. 

While  doubts  persist  among  many  housing  researchers  with 
little  advantage  being  shown  by  competitive  management 
standards,  some  TMC  participants  and  housing  authority 
staff  remain  firmly  committed  to  tenant  management  efforts. 

In  a  Journal  of  Law  article,  Richard  Baron  sets  forth  his 
views  stating  that  the  lessons  of  the  1960*s  clearly 

demonstrated  that  financial  subsidies,  while  critical, 

15 
will  not  alone  restore  public  housing  communities. 

In  a  report  sponsored  by  The  Ford  Foundation,  Allan  Talbot 
states  that,  while  tenant  management  efforts  in  each  city  have 
been  more  of  a  gamble  than  a  prediction,  he  supports  the 
concept  of  tenant  management  with  its  enormous  potential  for 
utilizing  latent  human  resources.   Believing  this  providea 
a  new  direction  in  public  housing  management,  he  states  that 
it  is  essential  for  the  housing  authority  to  remain  flexible 

enough  to  allow  innovation  and  change  instead  of  adhering  to 

16 
'^I  know  what*s  good  for  them**  philosophy. 

Mildred  Hailey,  respected  community  organizer  and  Executive 
Director  of  the  Bromley-Heath  TMC  for  the  past  ten  years » 
states  that,  although  in  some  instances  conventional  manage- 
ment has  outperformed  TMC*s  by  managenent  criteria,  the  TMC' a 
have  been  more  successful  in  the  areas  of  tenant  participation , 
leadership  and  social  services.   Ms.  Hailey  concludea  that 

55 


Digitized  by  VjOOQIC 


3167 


nothing  will  be  important  and  enduring  without  tenant  parti- 
cipation as  this  is  what  will  nake  permanent  and  lasting 

17 
improvements  and  change. 

Enthusiastically  supporting  the  concept  of  tenant  management, 
Robert  Astorino,  Executive  Director  of  the  Louisville  Housing 
Authority,  believes  there  is  a  restoration  of  pride  that  comes^ 
from  managing  one's  own  affairs.  He  further  cautions  that  with 
the  role  of  government  changing  and  leas  funding  available,  it 
will  become  increasingly  important  to  "get  more  mileage  out  of 
the  dollar." ''^ 

During  site  visits  to  Boston  and  Jersey  City,  the  assistant 
directors  adamantly  echoed  views  that  while  THC*s  had  not  been 
a  panacea,  some  distressed  sites  would  not  have  survived  the 
turmoil  of  the  70 *s  if  it  had  not  been  for  tenant  management.^ 

In  a  recent  interview,  Charleen  Regan,  Private  Management 
Contract  Coordinator  for  the  Boston  Housing  Authority,  pointed 
out  there  are  five  individual  management  contracts  with  THC  as 
one  entity.   In  a  comparison  of  THC  to  private  contract  manage- 
ment and  conventional  public  housing  management,  Hs.  Regan 
feels  each  arises  out  of  a  unique  set  of  circumstances,  usually 
at  the  tenants'  request.  She  further  explains  that  THC's  differ 
from  other  management  with  tenant  managers  viewing  themselves 
as  more  than  technicians.  With  total  community  responsibility, 
the  TMC  prefers  instead  to  be  involved  in  all  aspects  of  deci- 
sion and  policymaking,  thus  providing  valuable  Insight  to  the 
housing  authority. 
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Robert  Rigby  believes  that  the  Jersey  City  Housing  Authority, 
suffering  from  general  Inner-clty  Ills  (Inoperable  utility 
systems,  deteriorated  facilities,  wanton  vandalism »  infested 
debris,  vacancies,  etc.)  reflected  the  economic  and  social 
state  besetting  the  public  housing  program  nationwide. 

Further  stating  that  tenant  management  was  one  of  the  few 
remaining  alternatives  in  Jersey  City,  Mr.  Rigby  believes 
that  it  provided  a  focus  around  which  to  organize  residents. 
Acting  as  a  vehicle,  this  created  a  mechanism  which  over 
significant  time  could  confront  a  gamut  of  Issues  arising 
throughout  various  phases  of  community  life. 

Considering  the  limitations  inherent  in  original  design  and 
construction,  the  Impact  experienced  at  A.  Harry  Hoore  during 
the  National  Demonstration  was  quite  dramatic.  With  the 
successful  initiation  of  a  tenant  management  corporation  at 
a  third  family  site,  Montgomery  Gardens,  tenant  management 
efforts  proved  beneficial  in  Jersey  City. 

However,  he  continued  summing  up  that  generalized  statements 
are  not  valid  as  the  individual  requirements  of  each  project 
will  often  dictate  needs. 

Concluding  that,  while  tenant  management  can  and  does  Instill 
a  sense  of  community  and  commonality  lost  in  private  sector 
neighborhoods,  Mr.  Rigby  declares  there  is  no  single  solution 
with  problems  being  diverse  in  terms  of  market,  clientele  and 
demographics  of  each  area. 
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THE  VIABILITY  OF  TENANT  HANAGEHENT 
AS  A 
GENERAL  STRATEGY  FOR  PUBLIC  HOUSING  MANAGEMENT 


After  extensive  study,  conclusions  emerge  concerning  the 
viability  of  tenant  management  for  public  housing  from  the 
findings  of  noted  housing  researchers.   The  following  sets 
forth  potential  constraints  determined  by  William  A.  Dias. 

Tenant  management  cannot  work  everywhere.  Not  all 
tenants  desire  it;  the  daily  task  of  management  are  too 
time-consuming  and  demanding.  Some  tenants  also  feel  that 
the  responsibility  for  public  housing  properly  belongs  in 
the  hands  of  the  housing  authority.   In  other  cases , 
residents  may  turn  down  the  opportunity  to  take  on  fuller 
management  responsibilities  because  the  current  management 
is  quite  satisfactory. 

The  lack  of  tenant  interest  also  constrains  the  program 
in  terms  of  broader  community  development  aspects.  None 
of  the  programs  showed  evidence  that  the  desired  community 
development  and  involvement  had  occurred  or  was  oeourring. 
Although  tenant  management  involved  some  tenants  in  its 
operations  and  proved  beneficial  to  those  few,  it  still 
remains  an  open  question  as  to  whether  it  is  capable  of 
involving  and  benefiting  the  tenant  population  at  large. 

Apathy  among  tenants^  the  houaing  author! t/j^  and  a 
Conmunl'ty^a  civic  leaders  la  another  factor  arfecting 
Involvement  of  TMC.   If  the  tenants  do  not  try  to 
become  Involved  this  may  lead  to  serious  consequences » 
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particularly  if  the  responsibility  of  the  TMC  rests  on 
the  shoulders  of  a  small  leadership  cadre;  lack  of  ongoing 
leadership  then  becomes  a  major  concern. 

Another  potential  tenant-related  constraint  is 
divisivenesss  within  the  tenant  population.   In  none 
of  the  six  cases  did  this  seem  to  be  a  serious  problem, 
though  there  is  evidence  that  divisiveness  and  rivalries 
occurred  in  almost  all  cases.   Such  rivalries  have 
affected  the  establishment  and  operation  of  many  programs 
in  low-income  neighborhoods  during  the  1960's  and  1970's. 
One  way  to  overcome  this  and  many  of  the  other  constraints 
on  tenant  management  is  through  resident  training  and  the 
provision  of  technical  assistance.   It  can,  however,  be 
costly,  as  the  need  in  all  the  programs  is  continual. 

The  housing  authorities  pose  another  constraint.   Tending 
to  be  resistant  to  change  in  the  traditional  landlord-tenant 
relationship,  no  bureaucracy  likes  its  routine  altered, 
especially  when  a  loss  in  power  and  authority  results.   There 
is  also  a  sense  among  many  traditional  managers  that  theirs 
is  a  profession  requiring  many  years  of  training  experience. 
They  resent  and  resist  the  idea  that  tenants  can  assume 
management  responsibilities  without  this  investment. 

The  final  set  of  constraints  is  financial.   Tenant 
management  is  more  costly  than  traditional  management. 
Costs  arise  from  three  sources:  maintenance  and  repair, 
particularly  when  the  housing  has  previously  been  allowed 
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to  deteriorate;  training  and  technical  assistance  at  start- 
up and  continuing  into  the  program;  and  the  creation  of  new 
positions,  such  as  social  service  directors. 

Despite  the  variety  of  experiences  leading  to  tenant 
management  in  the  six  cities,  one  consistency  does  energe. 
The  federal  government  played  a  vital  role  in  virtually  all 
of  the  programs  through  financial  assistance  and,  in  somm 
Instances,  direct  initiation  of  tenant  managenent  efforts. 

Although  HUD  has  had  a  substantial  role  in  subsidizing 
local  public  housing  authorities,  its  crucial  role. in  the 
development  of  tenant  management  has  tended  to  be  discounted 
or  overshadowed  by  many  observers  who  over  emphasize  the 

importance  of  local  participants  and  events  in  the  oreatlon 

2 

of  tenant  management. 

Housing  authorities  have,  as  noted  earlier,  generally  been 
under  great  fiscal  stress  that  has  required  the  provision  of 
regular  operating  subsidies  from  HUD  in  increasingly  larger 
amounts.   They  are  unable,  therefore,  to  provide  for  the 
additional  costs  of  tenant  management  from  regular  operating 
Income  including  the  annual  HUD  subsidy. 

For  modernization  HUD  is  the  sole  source  for  the  large  funds 
usually  required  to  rehabilitate  public  housing  developaents. 
Though  limited,  the  modernization  prograa  is  apparently  large 
enough  so  that  obtaining  such  grants  does  not  pose  a  B9vtr% 
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constraint,  assuain^  coosressional  support  continues.'  Since 

1966  over  $4  billion  in  capital  iaproTaent  of  public  housing 
has  been  financed  through  HUD's  Bodernization. 


It  is  the  operating  cost  then  that  poses  the  really  diffi- 
cult problea.   Such  special  HUD  prograas,  are  a  liaited  and 
uncertain  funding  base,  as  are  other  federal  programs  and 
alternative  private  sources. 

Despite  these  funding  constraints,  tenant  Banageaent,  as 
St.  Louis  demonstrates,  can  work.   That  is,  it  can  provide 
management  services  on  at  least  acceptable  levels  on  a  regular 
long-term  basis  with  minimum  of  serious  problems.   Success  in 
general  is  most  likely  to  occur  when  the  interests  of  the 
housing  authority,  the  tenants,  HUD,  and  the  community  cone 
together.   This  will  probably  happen  only  rarely  and  under 
periods  of  great  stress.   Therefore,  while  tenant  management 
can  work,  its  general  viability  must  be  described  as  limited. 

Following  a  two  year  national  study,  the  conclusions  of  the 
Manpower  Demonstration  Research  Corporation  paralleled  the 
above  findings  of  William  A.  Diaz.   After  exhaustive  study, 
MDRC  provided  further  assessment  of  the  potential  for 
tenant  management  of  public  housing  authorities. 

MDRC  housing  researchers  have  determined  that  management 
by  tenants  is  a  feasible  alternative  to  conventional 
public  housing  management  under  certain  conditions.   In 
view,  however,  of  the  stringent  limits  upon  resources 
and  the  limited  benefits  derived,  MDRC  recommends  that 
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the  widespread  implementation  of  tenant  management  not 
be  regarded  as  a  high  priority  objective  and  would  not 
now  expand  tenant  management  further.  While  it  would 
be  unwise  to  mandate  tenant  management,  either 
requiring  it  everywhere  or  prohibiting  it  everywhere , 
each  individual  housing  authority  should  pursue  tenant 
management  if  they  so  desire.^ 

In  the  most  recent  NAHRO  study,  WHAT  HAPPENS  WHEW  TENANTS 
MANAGE  THEIR  OWN  PUBLIC  HOUSING.  Dr.  Robert  Kolodny  of 
Urban  Strategies  identifies  twelve  difficult  issues  to  be 
addressed  in  the  development  of  a  tenant  managenent  program. 

Prepared  for  submission  to  HUD*s  Office  of  Policy  Development 
and  Research,  Kolodny 's  study  emphasizes  that  the  success 
of  tenant  management  depends  on  how  directly  the  following 
issues  are  confronted: 
1.   UNDERSTANDING  TENANT  MOTIVATION 

Tenants,  while  philosophically  attracted  to  the  concept 
of  local  control  and  Joint  effort  with  the  housing 
authority  to  improve  their  environment,  are  motivated 
by  personal  interests— employment,  political  advance- 
ment and  opportunity  for  training  and  skills  development. 
For  the  successful  implementation  of  any  tenant  manage- 
ment program,  clear  democratic  procedures t  aooountabilityt 
internal  controls  and  businesslike  discipline  must  be 
built  into  any  tenant  management  operation. 
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2.  CREATING  PROFESSIONALISM  AMONG  BOARD  AND  STAFF 
Education  to  ensure  responsible  and  ethical  behavior  Is 
necessary  to  face  both  moral  and  practical  Issues  and 
eliminate  such  practices  as  favoritism. 

3.  THE  IMPORTANCE  OF  LEGITIMATE  INCENTIVES 

The  public  housing  authority  must  eliminate  ambiguity 
concretely  defining  legitimate  needs  and  incentives 
for  nonsalarled  participants.   In  general,  it  is 
Important  to  confirm  the  Importance  of  board  and 
staff  providing  appropriate  office  and  meeting  space, 
necessary  equipment,  and  opportunity  to  attend 
meetings  and  conventions  relevant  to  their  roles. 

4.  TRAINING  AND  CONTINUED  TECHNICAL  ASSISTANCE 
POft  THfi  BOARt)  AMD  STAFF 

As  the  TMC  matures,  training  and  technical  assistance 

must  be  designed  to  provide  for  the  changing  needs. 

It  is  important  to  address  relevant  areas  such  as 

turnover  among  staff,  team  building,  organizational 

development  and  to  provide  training  in  basic  skills 

to  overcome  lack  of  confidence  and  defensiveness  among 

tenant  leadership  due  to  lack  of  formal  education  and 

prior  training. 

5.  RESIDENT  OPPOSITION  TO  THE  TMC 

In  organization  for  tenant  management  the  likelihood 

that  some  residents  will  oppose  it  for  the  wrong 

reasons  needs  to  be  squarely  taken  into  account. 

To  limit  opposition  from  dissident  resident  groups 
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fearing  reprisal  for  previously  undetected  illegal 
activity,  and  other  reasons,  it  is  important  to 
emphasize  the  rules  and  regulations  tenants  must 
abide  by  early  in  the  training  program  and  engage 
the  support  of  city-wide  tenant  associations. 

IMPORTANCE  OF  THE  CONTRACT  AND  BUSINESSLIKE 
RELATIOMS  BETWEEW  THE  TMC  AMt)  PUBLIC  HOBSIMc 
AUTHORITY 

Development  of  and  adherence  to  a  formal  written 
contract  provides  an  objective  basis  to  measure 
progress  while  recognizing  the  TMC  as  a  capable, 
professional  management  organization.   Encompassing 
performance  standards  and  mutually  agreed  upon 
targets,  continuous  contract  review  is  necessary 
as  part  of  an  annual  renewal  process.   Ultimately, 
the  contract  is  a  reflection  of  the  commitment 
undertaken  as  well  as  an  important  tool  in  dis- 
ciplining and  assisting  participants  in  focusing 
on  their  mutual  obligations  to  perform. 

THE  IMPORTANCE  OF  PUBLIC  HOUSING  AUTHORITY 
e66f>ERATI0M  AMD  SUPP6RT 

While  early  studies  clearly  indicated  support  of  the 
housing  authority  as  a  crucial  factor  in  the  success- 
ful tenant  management  venture,  a  more  fundamental 
finding  emerges  from  the  TMC  experience.   Never  totally 
independent  of  the  housing  authority ,  the  TMC's  are 
subject  to  the  health  of  the  public  housing  authority's 
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finances,  the  caliber  of  its  personnel  and  the  quality 
of  its  overall  performance.  While  drawing  fron  the 
strengths,  TMC's  are  not  able  to  surmount  or  immunize 
themselves  against  fundamental  problems  and  weaknesses 
in  their  public  housing  authority. 

8.  KEY  ELEMENTS  IN  A  WORKABLE  RELATIONSHIP 
roWEEH  THE  PUBLIC  HOUSIMC  AUTHORITY  AMb  THE  TMC 

Although  there  are  many  important  elements  of  a 

partnership,  the  following  are  vital  to  a  continuing 

tenant  management  relationship: 

-  Carefully  developed  and  continually  adjusted 
contracts. 

-  Development  of  performance  standards  as  a  basis 
for  measuring  current  levels  of  progress  toward 
agreed-upon  standards. 

-  Tenant  understanding  of  the  responsibility  in 
managing  a  larger  business  and  the  requisite 
need  for  effective  performance. 

-  Clearly  identifying  the  board  as  the  responsible 
agent  for  the  TMC. 

-  Involvement  of  the  THC  as  a  partner  in  overall 
public  housing  initiatives. 

9.  THE  ADVANTAGES  OF  HAVING  MORE  THAN  OWE  TMC 
Initially  acting  as  a  motivating  factor  in  tenant 
management  demonstrations,  strikes  and  severe  conflicts 
led  to  a  sense  of  cohesion  and  purpose  among  tenants 

in  early  tenant  management  ventures.   Today,  less 
distressed  developments  can  benefit  from  the  know- 
ledge and  training  of  these  early  tenant  management 
experiments.  Acting  as  role  models,  pioneer  TMC's 
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have  taken  a  position  to  share  infornation  and  assist 
fledgling  TMC  associations. 

In  addition,  the  nutual  support  and  encouragement  of 
multiple  THC  efforts  within  public  housing  authorities 
and  across  the  nation  can  create  a  community  of  effort 
which  sustains  both  stronger  and  weaker  tenant 
organizations. 

TNC*s  can  now  benefit  from  support  and  resources  not 
available  to  early  tenant  management  organizations. 

10.  GETTING  BETTER  RESULTS  FROM  MODERNIZATION 
BXPEWPITllREg 

Management  of  the  modernization  processing  and  securing 
quality  work  presented  problems  for  most  public  housing 
authorities  as  well  as  TMC*s.  Tenant  participation  in 
monitoring  is  reported  to  have  improved  results  somewhat 
although  greater  skill  and  attention  applied  to  specifi- 
cation writing,  bid  preparation  and  construction  is 
needed  in  this  area. 

11.  FINDING  AND  NURTURING  TENANT  LEADERSHIP 

The  demonstration  sites  offer  clear  evidence  that  the 
necessary  leadership  can  be  found  and  developed  at 
any  reasonably  sized  public  housing  site.   The  special 
gifts  of  charismatic  tenant  leaders  have  been  recognized 
at  some  TMC's.  Leadership,  however,  can  be  developed 
at  other  sites  with  proper  support  and  encouragement. 
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12.   CREATING  HIGHER  TMC  VISIBILITY  AND 

CftBblBlLltY  WITH  Rfc^ibENT? 

While  delivering  services  and  protecting  tenants* 
interests  is  the  fundamental  way  to  build  support, 
maintaining  community  visibility  and  support  requires 
self-promotion.   Boards  need  to  learn  to  be  adept  at 
communicating  their  real  achievements  reinforcing  the 
special  nature  and  contribution  of  the  tenant 
management  corporation. 

While  this  assessment  offers  no  final  evaluation  of  the 
tenant  management  concept  in  public  housing,  Kolodny*s 
findings  suggest  tenant  management  embodies  more  potential 
than  has  been  actualized.   Although  tenant  management 
cannot  be  imposed  on  the  nation's  housing  authorities, 
he  feels  public  housing  authorities  can  be  educated  and 
encouraged  as  to  the  potentiality  when  resident  interest 
is  manifested.   Based  on  the  practical  lessons  derived 
from  the  National  Tenant  Management  Demonstration  and 
his  prior  experience,  Dr.  Robert  Kolodny  concludes 
tenant  management,  although  not  an  unalloyed  success, 
remains  a  **promising  but  demanding  approach  to  the  many   1 
and  interconnected  problems  of  public  housing."^ 
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CQHCLUSIOH 

Tenant  Management  evolved  out  of  an  effort  to  reverse  the 
physical,  financial  and  social  deterioration  of  public 
housing. 

To  a  large  extent,  public  housing  has  become  home  for  a 
somewhat  permanent  class  of  economically  depresaed  people 
resulting  in  seemingly  insurmountable  maoageoient  problems. 
For  residents  whose  existence  may  be  shaped  by  circumstances 
beyond  their  control,  these  problems  created  a  growing  demand 
for  greater  participation. 

Through  the  Target  Project  Program  CTPP)  and  demonstrations 
such  as  the  National  Tenant  Management  Demonstration,  over 
1,200  local  authorities  have  had  an  opportunity  to  explore 
new  methods  for  public  housing  management  and  tenant  parti- 
cipation. Handicapped  from  Inception,  many  public  housing 
authorities  have  refined  and  updated  management  skills  and 
abilities. 

Over  the  past  several  years,  substantial  progress  has  been 
made  by  local  authorities  In  carrying  forward  the  objectives 
of  participation  involving  a  variety  of  efforts  related  to 
tenant  involvement  in  management  decisions  and  operations, 
tenant  employment,  and  tenant  access  to  supportive  services 
designed  to  further  upward  mobility. 

It  is  the  consensus  of  researchers  that  tenant  management 
was  never  regarded  as  an  answer  to  all  the  problems  of  public 
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housing.   Many  problems — long  term  welfare  dependency,  high 
unemployment  9  and  low  educational  levels— are  rooted  in 
general  social  conditions  extending  far  beyond  the  public 
housing  projects  themselves. 

The  sponsors  of  the  National  Demonstration  felt  that,  if 
tenant  management  was  administered  with  care  and  evaluated 
thoroughly,  it  might  prove  an  effective  form  of  property 
management  under  certain  conditions. 

The  initiation  of  tenant  management  efforts  was  based  upon 
the  implicit  assumption  that  resident  involveaent  in  aannse- 
ment  operations  would  prove  both  socially  beneficial  and  cost 
effective. 

The  previous  findings  presented  in  this  report  indicate 
that  there  is  little  to  no  evidence  to  support  that  view 
and  some  recent  research  appears,  in  fact,  to  indicate 
that  the  opposite  may  be  true. 

Determining  how  much,  if  any,  of  the  change  that  occurred 
in  public  housing  developments  was  attributed  to  the  effects 
of  tenant  management  efforts  is  a  complex  process.  The 
Demonstration  included  far  more  than  the  concept  of  tenants 
managing  a  public  housing  development.  The  tenant  Bnnnge* 
ment  sites  benefited  from  an  enrichment  of  resources  in  the 
form  of  MOD  and  TPP  funds,  the  provision  of  expertise  in 
the  form  of  technical  assistance  and  specialized  training, 
national  attention  and  publicity  and  other  benefits  not 
characteristic  of  ordinary  operating  conditions. 
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The  demonstrations  have  Indicated  that  the  prerequisites  of 
successful  tenant  management  do  exist  in  varying  degrees  of 
public  housing  across  the  United  States.  Vhile  tenant  manage- 
ment has  generated  a  tremendous  amount  of  interest,  one  fmot 
remains  evident.   In  proportion  to  the  number  of  developments, 
successful  tenant  management  remains  an  anomaly  within  eaoh 
public  housing  authority  and  throughout  the  nation. 

Based  on  previous  summaries,  some  recent  demonstrations  have 
shown  Improved  performance  in  various  areas,  according  to 
standard  management  Indicators.   Reports  conclude,  however, 
that  tenant  management,  with  considerable  additional  funds 
committed  for  both  larger  staffs  and  long-term  physical 
Improvements,  did  not  do  objectively  better  than  conventional 
public  housing  management. 

While  no  clear  pattern  of  consistent  improvement  in  manage- 
ment performance  has  emerged  from  the  research,  an  increase 
In  tenant  satisfaction  and  community  spirit  was  reported 
by  various  researchers,  tenant  management  staff,  and  residents 
alike.   The  National  Demonstration  and  studies  thus  far  have 
not  been  designed  or  conducted  as  an  assessment  of  tenant 
management  as  a  means  to  achieve  social  reform  and  improve- 
ment within  a  low-Income  community.  Some  housing  researchers* 
and  community  leaders  believe  this  is  a  question  that  merits 
continued  assessment  of  tenant  management  sites. 

This  Is  not  to  say  that  there  cannot  and  should  not  be  tenant 
participation  In  the  decisions  that  affect  and  shape  their  lives. 
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New  efforts  to  upgrade  living  standards  and  the  environaent 
through  active  resident  involvement  in  public  housing  manage- 
ment have  been  endorsed  by  many  community  leaders,  social 
organizations  and  housing  researchers. 

The  wide  variation  in  experiences  among  localities  in  tenant 
participation  must  be  taken  into  account  as  well  as  the  broad 
diversity  of  public  housing  requirements  within  an  authority 
and  across  the  country:  in  large  and  small  communities;  in 
single  units  as  well  as  multi-family  projects;  and  for  elderly 
as  well  as  family  occupancy. 

HUD,  NAHROy  and  other  housing  researchers  have  determined 
that  national  and  local  policies  should  encourage  the 
development  of  a  variety  of  ways  to  achieve  the  goals  of 
participation  in  relation  to  the  individual  characteristics 
of  each  public  housing  authority ,  its  own  unique  program 
and  its  tenants. 

In  selecting  tenant  management  sites ,  three  initial  criteria 

have  been  established: 

Housing  authority  commitment  to  the  concept  of 
tenant  management. 

Need  for  strong  organizational  and  managerial 
potential  of  the  tenants. 

Existence  of  a  cooperative  relationship  between  the 
housing  authority,  the  tenants,  and  the  coaaunity. 

The  most  important  criteria  are  the  readiness  of  the  tenants 
and  a  postive  and  cooperative  attitude  on  the  part  of  the 
public  housing  authority. 
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The   Cnyahcga  Metropolitan  Housins  Authority  is  r  n— i  tteJ 
t=  explorins  the  feasibility  of  teoant  Banaseaent  as  well 
as  locking  into  other  forms  of  private  contract  Banaceaent 
vlth  a  Yiev  toward  deTelopin^  alternate  ■■nagfpnt  systeas. 

Efforts  to  adrance  tenant  participation  in  public  housing 
■ust  proceed  froa  an  understanding  of  the  public  housing 
prograa — its  purpose  as  well  as  the  legal,  adainistrative, 
and  financial  framework  within  which  it  operates,  for  the 
best  interests  of  the  public  housing  program,  the  residents. 
and  the  coaaunity  at  large. 

Today  we  are  arriTing  at  standards — standards  upon  which  to 
build  responsive,  efficient  management  operations  through 
which  opportunities  for  employment,  education  and  aeeess  to 
local  resources  can  be  provided  low-incoae  faailies  in  the 
conmunity. 

A   sincere  and  continuous  effort  will  be  required  by  the 
housing  authority,  residents,  and  community,  working  in 
partnership  to  achieve  sutual  goals  of  creating  a  sound 
living  envircnaent  and  better  public  housing  through 
increased  tenant  participation. 
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SECTION       X 


TENANT   HANA6ENENT   SURVEYS 
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FOOTNOTES 

INTRODUCTION 

1 

Manpower  Demonstration  Research  Corporation,  (M.D.R.C.) 
TENANT  MANAGEMENT;  FINDINGS  FROM  A  THREE-YEAR 

EXf>EftlMEMT  tM  Pti6Li?nnnJSTTrG"Tpg-"lF; 

SECTION  II  -  TENANT  MANAGEMENT  AN  HISTORICAL  OVERVIEW 

1 
Dr.  Eugene  J.  Meehan,  THE  QUALITY  OF  FEDERAL  POLICYMAKING; 
PROGRAMMED  FAILURETF  PUBLIC  HgTTSlMC  (pg.Tgl 

2 
Dr.  Eugene  J.  Meehan,  THE  QUALITY  OF  FEDERAL  POLICYMAKING; 
PROGRAMMED  FAILURETF  PUBLIC  HgTTSlHG  (pg."?77 

3 
Robert  J.  Rigby,  THE  RESIDENTS  AS  RESOURCE;  A  PUBLIC  HOUSIMG 
MANAGEMENT  DEHgTTsTT^TION  IN"7ERSEY  CITf  Tpg,  b) 

i4 
William  A.  Diaz,  TENANT  MANAGEMENT;  AN  HISTORICAL  AND 
ANALYTICAL  OVERVIEW  (pg.  ix) 

5 
Dr.  Eugene  J.  Meehan,  Professor  of  Political  Science, 
University  of  Missouri,  St.  Louis,  Mo. 
Interview  June  8,  198U 

6 
William  A.  Diaz,  TENANT  MANAGEMENT;  AN  HISTORICAL  AND 
ANALYTICAL  OVERVIEW  (pg.  X) 

7 
Dr.  Eugene  J.  Meehan,  THE  QUALITY  OF  FEDERAL  POLICYMAKING; 
PROGRAMMED  failureTF  PUBLIC  hSITsIHC  (pg."!?! 

8 
Dr.  Eugene  J.  Meehan,  THE  QUALITY  OF  FEDERAL  POLICYMAKING; 
PROGRAMMED  FAILURETF  PUBLIC  HSITSING  (pg.^D 

9 
Manpower  Demonstration  Research  Corporation, 

TENANT  MANAGEMENT;  FINDINGS  FROM  A  THREE-YEAR 
EXPERIMENT  IM  PtiBLlZrHOT3TffGTpg."iTI 

10 

William  A.  Diaz,  TENANT  MANAGEMENT;  AN  HISTORICAL  AND 
ANALYTICAL  OVERVIEW  (pg.  12) 
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SECTIOI   III   -  ?9ESEWffST917I»  OF  TnUT  HUASi 


Vllliaa  A.    Diaz.    TEMIMT  WIKIGEMEBT:    »  HI5TO>ICAL  AlP 
AKALTTICAL  OTeftTtfli   (pgs.   xll    -  nxT 

2 
tfilllax  1.   Siaz,    TSIAIT  KAlAGEXgHT:    iU[  HISTOilCAL  AC 
AMALTTICAl   3TESYI5¥      C?«.   rriii) 

3 
VilllaB  A.   ::iaz,   TEgAMT  HUUIAGEKEMT:   AS  HISTOIICAL  AMD 

AMAiYTicAi  cTgayiai  (?«.  75) 

Mildred  Halley,  SzecutlTe  director,  Broaley-Heatb  TMC 
Bostsa,  Hass.  -Interriew  June  IB*  196^ 


Villiaa  A.  Pearson,  Chairman ,  3oar^  of  Cn— Sasionera 
Srsest  BlaekBac,  Special  Assistant  to  Ezeeotive  Director, 

3t.  Lcuis  Housing  Authority 

Interriews  June  8,  198* 

6 
tfillias  A.  Pearson,  Chainnng  Board  of  Cn— tssioners 

St.  Louis  Housing  Authority  •  Interrlew  June  8,  1984 


SECTICJ  17  -  A  S:H?A2ATITE  AIALTSIS 


•  illiaa  A.  Diaz.  TaAIT  MABACEiCMT:  A«  HI3TO8ICAL 
JLK   ASALYTICAL  OJEBiWi     (pgs.  XXX   •  XXXrll}' 


SECTIOI  7  -  lATISIAL  ZzMAVT   NAIAGEMEVT  DEMOflSTIATIOfl 

SITE  ETAIUATIOIS 


Kaspover  Deaonstration  Sesearch  Corporation, 

TESAIT  WAIAGgWEKT:  FIBDIMCS  FBOM  A  THIEC-TEAB 

rygy?  ;k  ?:r5!::^  H^i'siiicnrpisT  37-55) 


Pctert  Ecloiaj,  AK  ASSESSHEBT  OF  THE  A.  HABBT 
WjZtZ   TE»AKTl?AlgA5EtgMT  gtfgBTEgCr"  (pg.  1) 


A-iie  rev.  Assistant  to  the  Executive  Director.  Jersey 
City  Housing  Authority  -  Interview  June  11,  198* 

A-di€  ?ew.  Assistant  to  the  Executive  Director. 

Jersey  City  Housing  Authority  -  Interview  June  12,  198* 
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5 
Audie  Pew,  Assistant  to  the  Executive  Director, 

Jersey  City  Housing  Authority  -  Interview  July  17,  1984 

SECTION  VI  -  NATIONAL  TENANT  MANAGEMENT  DEMONSTRATION 
FINDINGS  AND  CONCLUSIONS 

1 
Manpower  Demonstration  Research  Corporation 

TENANT  MANAGEMENT:  FINDINGS  FROM  A  THREE-YEAR 

EXPERImEMT  IM  PUBLl^rHOTgT!rG"rpgsT  5-9) 

2 
Appendix  A  -  MODERNIZATION  ACTIVITY-PROCESS  AND  OUTCOME 
Manpower  Demonstration  Research  Corporation  - 
TENANT  MANAGEMENT;  FINDINGS  FROM  A  THREE-YEAR 
EXPERImEMT  IM  PUBLinTOT5TffG"rpg3T  167  -  180) 

SECTION  VII  -  TENANT  MANAGEMENT  PERSPECTIVE  FROM  RESIDENTS, 
RESEARCHERS  AND  PRACTITIONERS 

1 
Lilian  Howard,  Tenant  Manager,  Montgomery  Gardens, 
Jersey  City,  N.  J.  -  Interview  June  12,  1984 

2 
Resident  Management  Corporation  Report  to  the  People 
Iroquois  Homes,  Louisville,  Kentucky,   (pg.  5) 

3 
Raymond  J.  Struyk,  A  NEW  SYSTEM  FOR  PUBLIC 

HOUSING;  SALVACTNgT  TraTrgfTArTESOURCE  (pg.  156) 

4 
Dr.  Eugene  J.  Meehan,  THE  QUALITY  OF  FEDERAL  POLICYMAKIMG; 
PROGRAMMED  FAILURE"!^  PUBLIC  HOTSlWg   (7g.  lib) 

5 
Dr.  Eugene  J.  Meehan,  THE  QUALITY  OF  FEDERAL  POLICYMAKIIIG! 
PROGRAMMED  FAILURE"!^  PUBLIC  HOTSING   Cpg*  129) 

6 
William  A.  Pearson,  Chairman  Board  of  CoDmlssioners , 

St.  Louis  Housing  Authority  -  Interview  June  8,  1984 

7 
William  A.  Pearson,  Chairman  Board  of  CooBlssioners, 

St.  Louis  Housing  Authority  -  Interview  June  8,  1984 

8 
Gilbert  Y.  Steiner,  THE  STATE  OF  WELFARE  (pg.  125) 
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9 
Gilbert  Y.  Steiner,  THE  STATE  OF  WELFARE  (pg.  127) 

10 

Robert  Sadacca,  Suzanne  B.  Loux,  Norton  L.  Isler  and 
Margaret  J.  Drury,  MANAGEMENT  PERFORMANCE  IN  PUBLIC 
HOUSING   (pg.  ix7 

11 

Robert  Sadacca,  Morton  L,  Isler  and  Margaret  J.  Drury, 
KEYS  TO  SUCCESSFUL  HOUSING  MANAGEMENT   (pg.  M9) 

12 

Robert  Sadacca,  Morton  L.  Isler  and  Margaret  J.  Drury, 
KEYS  TO  SUCCESSFUL  HOUSING  MANAGEMENT   (pg.  22) 

13 

National  Association  of  Housing  and  Redevelopment 

Officials,  NAHRO  MATERIALS  ON  TENANT  PARTICIPATION 
IN  PUBLIC  HOUSING   (pg.  In) 

14 

Loretta  Hall,  Manager,  Carr  Square,  St.  Louis,  Mo., 
Interview  June  8,  1981 

15 

Richard  D.    Baron,    COMMUNITY  ORGANIZATIONS;   ANTIDOTE 
FOR  NEIGHB0RH06B  SlICCESsMH  AWB  reePS"PgB 
TTETGHBORHOOinHFROVEMEMT  -  ReprinTTroorTol .  21, 
Mo.  3    (pg.  ewi 

16 

Allan  R.  Talbot,  THE  EVOLUTION  OF  THE  NATIONAL 

TENANT  manageHEITt  DEMOWSTRaTYoITTrOCRAH  (pg.  42) 

17 

Mildred  Hailey,  Executive  Director,  Bromley-Heath  TMC, 
Boston,  Mass.  -  Interview  June  13 »  1984 

18 

Robert  Astorino,  Executive  Director,  Louisville  Housing 
Authority  -  Visit  to  Cleveland,  Ohio  May  31,  1984 

19 

Audie  Pew,  Assistant  to  the  Executive  Director,  Jersey 

City  Housing  Authority  -  Interview  June  11,  1984 
John  Stainton,  Assistant  to  the  Executive  Director, 

Boston  Housing  Authority  -  Interview  June  13,  1984 

20 

Charleen  Regan,  Private  Management  Contract  Coordinator, 
Boston  Housing  Authority  -  Interview  June  13,  1984 
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21 

Robert  J.  Rigby,  Jr.,  Executive  Director,  Jersey  City 
Housing  Authority  -  Interview  June  12,  1981 


SECTION  VIII  -  THE  VIABILITY  OF  TENANT  MANAGEMENT 

1 
William  A.  Diaz,  TENANT  MANAGEMENT;  AN  HISTORICAL 
AND  ANALYTICAL  OVERVTEW   (pgs.  xxxlli  -  xxxvll) 

2 
William  A.  Diaz,  TENANT  MANAGEMENT:  AN  HISTORICAL 
AND  ANALYTICAirOTETrvTW   (pg.  l5FT 

3 
William  A.  Diaz,  TENANT  MANAGEMENT;  AN  HISTORICAL 
AND  ANALYTICAL  OVERvTEiy   (pg.  19^11 

^ 
Madeline  Gold,  Housing  Management  Officer,  Office  of 
Housing,  U.S.  Dept.  of  Housing  and  Urban 
Development  -  Telephone  Interview  July  18,  1984 

5 
Manpower  Demonstration  Research  Corporation, 

TENANT  MANAGEMENT;  FINDINGS  FROM  A  THREE- YEAR 
EXPERImEMT  IM  PUBLl^rHOTSTffG-Tpgs,  B  -  ») 

6 
Robert  Kolodny,  WHAT  HAPPENS  WHEN  TENANTS  MANAGE 

THEIR  OWN  pTJErrc"H(!?usnrG~rpi3 .  47  -  6I1 

7 
Robert  Kolodny,  WHAT  HAPPENS  WHEN  TENANTS  MANAGE 

THEIR  OWN  pTOro'TOU5T5G"Tpg."5FJ 

8 
Robert  Kolodny,  WHAT  HAPPENS  WHEN  TENANTS  MANAGE 

THEIR  OWN  pU|rrc"HOT^TnG"Tpg."5T 
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APPENDIX  A 

M.D.R.C.  TENANT  MANAGEMENT:  FINDINGS  FROM  A 

THREE-YEAR  EXPERIMENT  IN  PUBLIC  HOUSING 

MODERNIZATION  ACTIVITY 
PROCESS  AND  OUTCOME 


MDRC  has  noted  that  for  many  years  housing  authorities  have 
faced  Increased  maintenance  problems  because  of  deteriorating 
physical  plants  and  because  rental  Income  controlled  by  federal 
regulations  has  not  kept  pace  with  the  escalating  costs  of 
maintenance  and  repairs.  Therefore,  one  of  the  major  attractions 
In  the  award  of  the  tenant  management  demonstration  grants  to 
sites  was  the  allocation  of  $20.2  million  In  special  HUD  monies, 
Modernization  Funds  (MOD),  earmarked  for  physical  improvements. 

While  none  of  the  predemonstratlon  tenant  management  sites  had 
received  such  funds  when  Introducing  tenant  management,  sponsors 
of  the  National  Tenant  Management  Demonstration  (NTMD)  felt  that 
additional  funds  for  physical  improvements  would  be  needed  to 
provide  an  incentive  for  participation  by  public  housing  author- 
ities and  tenants,  and  for  the  success  of  the  tenant  management 
program.   It  was  thought  that  MOD  funds  would  encourage  public 
housing  authorities  and  tenants  to  participate  in  the 
Demonstration,  improve  the  deteriorated  physical  condition  of 
public  housing,  enhance  the  credibility  of  the  tenant  manage- 
ment corporation,  and  facilitate  the  achievement  of  some  of  the 
Demonstration's  goals. 

Based  on  the  program  findings,  the  Manpower  Demonstration 
Research  Corporation's  (MDRC)  assessment  of  the  Importance  of 
modernization  funds  is  mixed.   With  an  overall  completion  rate 
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of  57%  representing  45%  of  the  total  MOD  allocation,  sites 
varied  considerably  in  the  extent  to  which  MOD  work  was  com- 
pleted (See  Table  7-10).   During  the  Demonstration,  where  MOD 
monies  were  initially  a  part  of  the  tenant  management  package, 
drawbacks  were  evident  resulting  from  delays  in  implementing 
MOD  funds,  the  inexperience  of  novice  tenant  management  groups 
in  handling  the  complicated  and  protracted  MOD  process,  and 
poor  performance  in  terms  of  generating  tenant  employment. 

The  NOD  experience  was  seen  as  having  other  consequences  both 
positive  and  negative.   The  tenants'  role  was  limited  with 
residents  communicating  their  concerns  to  the  housing  authority 
but  having  little  actual  control  over  the  work.  Where  involve- 
ment did  occur,  the  Tenant  Management  Corporation  (TMC)  was  seen 
as  being  instrumental  in  monitoring  and  ensuring  the  quality  of 
work  and  in  encouraging  progress  by  facilitating  communications 
between  the  residents,  housing  authority  and  contractor.   In  its 
role  as  liaison  with  the  tenant  community,  the  TMC  was  exposed  to 
the  negative  reactions  of  the  community  resulting  from  heightened 
expectations  and  frustrations  when  improvements  did  not  materialize. 

Delays  in  the  completion  of  NOD  work  proved  to  be  a  major  problea 
for  the  TNC's.   However,  this  situation  did  not  seriously  impede 
tenant  management  at  any  of  the  sites.   Less  than  1%  of  the  ten- 
nants  surveyed  by  the  Urban  Institute  indicated  physical  improve- 
ments as  the  most  important  purpose  of  the  TMC. 
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Frou   these  finding,  housins  experts  have  sa^gested  that  physical 

iBproveaents  to  the  site  were  not  seen  as  a  satisfactory  Beans  of 
gaining  support  for  tenant  BanascBent.  With  Bodcroisation 
activities  falling  prlBarily  under  the  direction  of  the  housing 
authority,  tenants  felt  that  these  iaproveseots  were  not  unique 
to  tenant  Banageaent  and  further,  believed  that  living  in  clean, 
safe  and  attractive  housing  to  be  a  right  rather  than  a 
privilege. 

When  looking  at  the  Deaonstration  experience  and  those  of  the 
predeoonstration  prograns,  the  conclusion  suggested  that  MOD 
funds  are  not  a  necessary  ingredient  for  an  incipient  tenant 
manageoent  prograa.  Vhat  aeeus   Bore  iaportant  is  that  TMC*s 
have  control  over  site  iaprovcBents  when  they  do  occur.  At  the 
first  two  nondeaonstration  tenant  aanageBcnt  sites,  St.  Louis 
and  Boston,  MOD  funds  were  available  to  the  Tenant  Nanageaent 
Corporation  only  after  several  years  of  operation.   Findings 
suggest  that,  while  HOD  funds  are  not  uniaportant,  it  Bay  be 
preferable  to  postpone  aajor  MOD  activities  until  the  Tenant 
Management  Corporation  has  achieved  soae  stability.  Vhen  HOD 
funds  did  becoae  available,  they  provided  a  focus  around  which 
TMC  Boards  could  make  concrete  decisions  thus  solidifying 
and  strengthening  the  TMC's  position  with  the  resident 
community. 
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APPENDIX   B 

2U0  TENANT  MANAoKJkOtNT 

Tabic  7-1t.    TMC  Tenants' Evaluation  of  HmTMC* 


Ttnanrs  Eva/uathns 

Avtngior 
Nrcantataof 
Raspondants 

Nutnoof 

of 

Raspondants 

(hmnll 

Residents  believing  TMC  is  able  to  fet  things  done 
Yes 
No 
Don't  know 

47.0 
32.6 
20.4 

(62) 
(43) 
(27) 

Total 

100.0 

032) 

Some  of  the  tena/ili 
Ftwof  thc[Enints 
Noneof  thcienanti 
Don't  know 

26.5 
23.5 
23.5 
9.t 
16.7 

(35) 
(31) 
(31) 
(13) 
(22) 

Total 

100.0 

(132) 

TMC  ^*rsm  Ofd  Ttnmi  OryanUatfo/t 
lUtidenti  b«lievinE  TMC  reprncnti  the  tenants 

Better  thif\  otd  urunt  orpniuiion 

SAme  M  old  tenant  arginiitOon 

Worse  than  okl  tenant  organizatkm 

Don't  know 

28.0 
27.3 
18.1 
26.5 

(37) 
(36) 
(24) 
(35) 

Total 

100.0 

(132) 

Average  Score^ 

1.13 

(97) 

TMCverwsPHA 

Better  than  PHA 
SameasPHA.i 
Worse  than  PHA 
Don't  know 

26.5 
34.1 
22.0 
17.4 

(35) 
(45) 
(29) 
(23) 

Total 

100.0 

(132) 

Average  Score^ 

1.06 

(109) 

a.  Umiitd  lo  rtipondMiu  wIm  knew  tliere  was  a  TMC/iMiani  orpniaaiion  (Af-1 32). 

b.  2  •  betiar;  1  •  mim:0  •  wont. 

Source:  Suianwe  B.  Lomji  and  Kobert  Sadacca,  **Analyiii  of  Oiamet  ai  Tenant  Maimewet 
Oemomtraiion  Praiectt.'*  Working  Paper  #1 S95  ( W8iliii«lon,  O.C:  Urban  Insiitutc,  1910). 
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CongrtBS  Of  the  Bititd  States 

lurose  of  Ucpresmatlies 
^aBhtogton,  B.C.  20515 

March  1,  1985 


MkR  4)^ 


Hon.  Fernand  J.  St  Germain 

Chairman 

House  Banking «  Finance  and  Urban 

Affairs  Committee 
2129  Rayburn  House  Office  Building 
Washington,  D.  C.   20515 

Dear  Mr.  Chairman: 

Enclosed  herewith  is  a  copy  of  one  of  the  hundreds 
of  letters  I  have  received  from  constituents  who  are 
participants  in  the  Farmers  Home  Administration  Rural 
Rental  Progr2un,  expressing  their  concern  about  the 
Administration's  proposal  to  eliminate  this  type  of 
project  through  budget  cuts. 

I  would  greatly  appreciate  your  bringing  my  constituents' 
concerns  to  the  attention  of  the  members  of  the  committee  at 
the  appropriate  time. 

Thank  you. 

Cordially, 


Tim  Valentine 


TV:ggc 
Enclosure 
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fEB27l985 


February,  25,  1985 


Congressman  Tiro  Valentine 

1107  Longworth  House  Office  Building 

Washington,  DC  20515 


Dear  Congressman  Valentine: 

I  am  a  resident  in  a  FmHA  rural  rental  development  in 
North  Carolina.   It  deeply  concerns  me  that  this  type  of 
project  may  be  eliminated  from  the  proposed  budget  which  our 
current  Administration  has  presented. 

The  Farmers  Home  Administration  program  is  essential  for 
rural  communities  such  as  ours.   It  provides  us  with  nice 
living  quarters  at  affordable  rent  rates. 

We  urge  you  to  do  everything  possible  to  help  the 
continuation  of  the  Farmers  Home  Administration  Rural  Rental 
Program.   It  has  been  extremely  helpful  to  many  of  us. 


Sincerely,  /I 


FmHA  Tenant 
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Federal  Emergency  Management  Agency 

Washington,  D.C.  20472 

Honorable  Henry  B.  Gonzalez 
Chairman,  Subcommittee  on 

Housing  and  Comnunity  Development 
Committee  on  Banking  Finance 

and  urban  Affairs 
House  of  Representatives 
Washington,  D.C.   20S15 

Dear  Mr.  Chairman: 

In  1968,  Congress  passed  the  National  Flood  Insurance  Act  which 
created  the  National  Flood  insurance  program.  This  Program  was 
designed  to  reduce  future  flood  losses  through  local  flood  plain 
management  efforts  and  to  transfer  the  costs  of  residual  flood 
losses  from  the  general  taxpayer  to  the  flood  plain  occupant. 
This  program  represented  a  major  shift  in  strategy  from  previous 
structural  flood  control  and  disaster  relief  efforts. 

Congress  recognized  the  need  for  flood  risk  studies  to  provide  data 
upon  which  local  flood  plain  management  and  actuarial  insurance 
rates  would  be  based.   Thus,  the  1968  Act  authorized  a  program  of 
risk  studies  to  be  completed  over  a  15 -year  period  following 
passage  of  the  Act.   An  emergency  Program  was  also  authorized  by 
the  Housing  and  urban  Development  Act  of  1969,  to  provide  limited 
amounts  of  flood  insurance  coverage  prior  to  the  completion  of  a 
community's  flood  risk  study.   In  1983,  when  this  15-year  period 
was  to  expire,  the  Federal  Emergency  Management  Agency  recognized 
the  need  to  conduct  additional  risk  studies  and  requested  Congress 
to  extend  this  period.   In  November  1983,  Congress  passed  public 
Law  98-lBl  which  extended  authorization  for  flood  risk  studies 
until  September  30,  1985.   Section  451(d)  also  required  FBMA  to 
submit  to  Congress,  by  September  30,  1984,  a  plan  for  bringing  all 
remaining  unstudied  communities  into  full  program  status  by 
September  30,  1987. 

It  is  my  pleasure  to  submit  the  Federal  Emergency  Management 
Agency's  comprehensive  plan  for  providing  full  program  status  to 
approximately  6,500  floodprone  communities  which  participate  in  the 
emergency  phase  of  the  National  Flood  Insurance  Program  (NFIP) . 
The  enclosed  Risk  Studies  Completion  and  Full  program  status  plan 
is  the  culmination  of  a  series  of  comprehensive  assessments  which 
include:  a  demographic  survey  of  all  unstudied  floodprone 
communities  to  determine  their  future  flood  plain  development 
potential;  a  review  of  all  unstudied  communities  by  the  Federal 
Emergency  Management  Agency's  Regional  Offices,  in  concert  with  the 
appropriate  states  agencies,  to  determine  individual  community 
study  needs;  and,  a  screening  of  communities  by  the  U.S.  Geological 
Survey  to  ascertain  which  might  be  studied  with  less-costly  and 
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less  time-consuming  methodologies.  A  benefit/cost  approach  was 
also  utilized  in  order  to  determine  the  most  cost-effective  study 
decisions.   The  plan  describes  these  assessments  in  detail » 
provides  Congress  with  two  options  for  providing  full  program 
status  to  the  unstudied  floodprone  communities,  and  outlines  the 
associated  resource  requirements.   The  effectiveness  of  this  Plan 
is  demonstrated  both  in  the  timely  manner  in  which  full  program 
status  will  be  provided  and  in  its  cost.   This  plan  represents  a 
savings  of  $164.6  million  over  previous  less  comprehensive 
assessments. 

The  Risk  Studies  Completion  and  Full  Program  status  Plan  is  a 
realistic »  objective,  and,  at  the  same  time,  a  challenging  plan  for 
fulfilling  the  Congressional  mandate  to  provide  the  appropriate 
flood  risk  information  to  all  identified  floodprone  communities. 
The  Federal  insurance  Administration  is  committed  to  applying  the 
staff  and  resources  to  insure  its  timely  completion.   Through  these 
intensive  efforts,  significant  progress  will  be  made  in  protecting 
lives  and  property  from  devastating  floods  and  reducing  taxpayer 
outlays  for  future  flood  damages. 

I  would  be  pleased  to  provide  a  briefing  on  the  Plan  for  you  and 
your  staff.   If  you  desire  such  a  briefing,  please  contact  our 
office  of  Congressional  Relations  at  287-0400. 

Sincerely, 

Jeffrey  S.  Bragg 

Administrator 

Federal  insurance  Administration 

Enclosure 

NFIP  Risk   Studies   Completion 
and  Full   Status  plan 

cct    Subcoinnittee  Members 
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NATIONAL  FLOOD  INSURANCE  PROGRAM 


RISK  STUDIES  COMPLETION 

AND 

FULL  PROGRAM  STATUS 


A  PLAN 

PREPARED  FOR  THE 

NINETY-EIGHTH  CONGRESS 

OF  THE 

UNITED  STATES  OF  AMERICA 


Federal  Insurance  Administration 
Federal  Emergency  Management  Agency 


Washington,  D.C. 
September,  1984 
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RISK  STUDIES  OOHPIXTIQH 
PULL  PSOGKAN  STATUS 


A 

PREPARBD  FOR  THE 

MINETT-EIGBTH  CONGRESS 

OP  THE 

ORITED  STATES  OP  AMERICA 


BY  THE 

FEDERAL  INSORANCE  ADHINISTRATIOH 

FEDERAL  EHERGENCT  HANAGEHEHT  AGENCY 


HASHIRGTOH,  D.C. 
SEPTEMBER,  1984 
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Foreword 


in  1968 #  Congress  passed  the  National  Flood  insurance  Act  which 
created  the  National  Flood  Insurance  program.   This  Program  was 
designed  to  reduce  future  flood  losses  through  local  flood  plain 
management  efforts  and  to  transfer  the  costs  of  residual  flood 
losses  from  the  general  taxpayer  to  the  flood  plain  occupant. 
This  program  represented  a  major  shift  in  strategy  from  previous 
structural  flood  control  and  disaster  relief  efforts. 

Congress  recognized  the  need  for  flood  risk  studies  to  provide  data 
upon  which  local  flood  plain  management  and  actuarial  insurance 
rates  would  be  based.   Thus,  the  1968  Act  authorized  a  program  of 
risk  studies  to  be  completed  over  a  15-year  period  following 
passage  of  the  Act.   An  Emergency  program  was  also  authorized  by 
the  Housing  and  urban  Development  Act  of  1969 #  to  provide  limited 
amounts  of  flood  insurance  coverage  prior  to  the  completion  of  a 
community's  flood  risk  study.   In  1983,  when  this  15-year  period 
was  to  expire,  the  Federal  Emergency  Management  Agency  recognized 
the  need  to  conduct  additional  risk  studies  and  requested  Congress 
to  extend  this  period.   In  November  198  3,  Congress  passed  Public 
Law  98-181  which  extended  authorization  for  flood  risk  studies 
until  September  30,  1985.   Section  451(d)  also  required  FBNA  to 
submit  to  Congress,  by  September  30,  1984,  a  plan  for  bringing  all 
remaining  unstudied  communities  into  full  program  status  by 
September  30,  1987. 

It  is  my  pleasure  to  submit  the  Federal  Emergency  Management 
Agency's  comprehensive  plan  for  providing  full  program  status  to 
approximately  6,500  floodprone  communities  which  participate  in  the 
emergency  phase  of  the  National  Flood  Insurance  program  (NPIP). 
The  Risk  Studies  Completion  and  Full  program  Status  Plan  is  the 
culmination  of  a  series  of  comprehensive  assessments  which  includei 
a  demographic  survey  of  all  unstudied  floodprone  communities  to 
determine  their  future  flood  plain  development  potential;  a  review 
of  all  unstudied  communities  by  the  Federal  Emergency  Management 
Agency's  Regional  offices,  in  concert  with  the  appropriate  States 
agencies,  to  determine  individual  community  study  needs;  and,  a 
screening  of  communities  by  the  U.S.  Geological  Survey  to  ascertain 
which  might  be  studied  with  less-costly  and  less  time-consuming 
methodologies.   A  benefit/cost  approach  was  also  utilized  in  order 
to  determine  the  most  cost-effective  study  decisions.   The  Plan 
describes  these  assessments  in  detail,  provides  Congress  with  two 
options  for  providing  full  program  status  to  the  unstudied 
floodprone  communities,  and  outlines  the  associated  resource 
requirements.   The  effectiveness  of  this  Plan  is  demonstrated  both 
in  the  timely  manner  in  which  full  program  status  will  be  provided 
and  in  its  cost.   This  plan  represents  a  savings  of  $164.6  million 
over  previous  less  comprehensive  assessments. 
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The  Risk  Studies  Completion  and  Full  Program  Status  plan  ie  a 
realistic,  objective,  and,  at  the  same  timei  a  challenging  plan  for 
fulfilling  the  Congressional  mandate  to  provide  the  appropriate 
flood  risk  infomation  to  all  identified  floodprone  communities^ 
The  Federal  insurance  Admin is tratiot\  is  committed  to  applying  the 
staff  and  resources  to  insure  its  timely  completion.   Through  these 
intensive  efforts,  significant  progress  will  be  made  in  protecting 
lives  and  property  from  devastating  floods  and  reducing  taxpayer 
outlays  for  future  flood  damages. 


Jeffrey  s,  Bragg 

Administrator 

Federal  Insurance  Administration 
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!•   Executive  Summary 

Public  Law  98-181,  Section  451(d),  enacted  on  November  30, 
1983,  requires  the  Federal  Emergency  Management  Agency  (PENA) 
to  submit  to  Congress  "a  plan  for  bringing  all  communities 
containing  flood-risk  zones  into  full  program  status  by 
September  30,  1987." 

"Full  program  status"  refers  to  participation  in  the  Regular 
program  phase  of  the  National  Flood  Insurance  Program  (NPIP) • 
The  NFIP  consists  of  an  Emergency  program  phase,  under  which 
communities  are  provided  federally-subsidized  flood  insurance 
in  limited  amounts,  and  a  Regular  program  phase  under  which 
additional  limits  of  flood  insurance  coverage  are  provided  at 
actuarial  rates.   Communities  participating  in  the  NPIP  are 
required  to  enact  certain  floodplain  management  measures,  in 
accordance  with  the  amount  and  nature  of  flood  risk  data 
provided  by  FEMA,  to  guide  new  construction  and  reduce  future 
flood  damage. 

As  of  the  start  of  FY  1984,  7,826  communities  were 
participating  in  the  Emergency  program  which  is  authorized 
until  September  30,  1985.   Figure  1  provides  information  on  the 
status  of  communities  in  the  NFIP.   The  plan  presented  herein 
provides  for  conversion  of  all  remaining  communities  to  the 
Regular  program  by  one  of  several  means: 

.  detail  flood  insurance  study 

•  limited  detail  flood  insurance  study 

•  existing  data  study 

•  special  conversion  (no  study) 

The  Risk  Studies  Completion  and  Full  Program  Status  Plan 
fulfills  each  of  the  recommendations  made  to  PENA  by  the 
General  Accounting  Office  (GAO)  in  its  report,  "The  Federal 
Emergency  Management  Agency  Can  Reduce  Mapping  Costs."   The 
Plan  is  the  outcome  of  a  systematic  assessment  of  unstudied 
Emergency  Program  and  non-participating,  floodprone  communities 
which  included  the  following  actions: 

1.  estimated  each  community's  future  floodplain 
development, 

2.  ranked  each  community  on  the  basis  of  its  development 
potential, 

3.  weighed  the  community's  future  property-at-risk 
against  the  cost  of  developing  flood  risk  information, 

4.  developed  other  mapping  approaches  for  assessing  flood 
risk,  and 

5.  determined  the  appropriate  means  of  providing  flood 
risk  data  to  each  individual  developing  community* 


ES-l 
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Results  of  a  demographic  survey  contracted  by  PBMA  to  project 
future  floodplain  growth  indicate  that  over  $13  billion  of 
development  can  be  expected  in  the  Nation's  unstudied 
floodplains  beti#een  1984  and  1998.   PBHA's  economic  analysis 
indicates  that  flood  insurance  studies  and  subsequent  inproved 
floodplain  imanageaent  would  result  in  reducing  flood  damage  in 
the  unstudied  floodplain  by  12.8  cents  for  every  dollar  of 
projected  development  over  the  life  of  new  floo<5plain 
structures.   Therefore,  additional  flood  studies  can  save  the 
Nation  approximately  $1.7  billion  in  flood  damages  for 
structures  built  during  the  next  IS  years.   These  reduce ions 
compare  very  favorably  with  the  $68.1  million  needed  to  fund 
the  remaining  cost-effective  studies  and  special  conversions. 

Considering  the  numerous  flood  disasters  which  have  recently 
occurred,  (16  Presidential  disaster  declarations  due  to 
flooding  from  June  1983  to  June  1984   the  Nation  needs  a  means, 
such  as  the  flood  study  program,  to  provide  the  flood  risk  data 
necessary  to  properly  guide  new  construction  and  reconstruction 
in  the  floodplains  and  avoid  flood  damages  and  devastating 
personal  and  economic  losses. 

The  Risk  Studies  Completion  and  Pull  Program  Status  Plan  is 
summarized  in  Pigures  2  and  3.   Pigure  2  represents  the 
cost-effective  actions  required  to  convert  the  remaining 
communities  to  the  regular  phase  of  the  NPIP  as  determined  by 
PEMA's  analyses  of  projected  groirth  and  the  benefit/cost  o£ 
performing  flood  studies  for  each  conmunity.   Pigure  3  shows 
the  funding  levels  required  to  accomplish  these  actions. 

The  plan  requires  approximately  $112*3  million  in  Piscal  Tears 
(PY)  1986  and  1987.  Outyear  needs  are  anticipated  to  be  an 
average  of  approximately  $40.0  million  per  year  during  PY  1988 
through  PY  1990.   These  funding  levels  are  comprised  of: 
"pipeline"  costs,  e.g.,  funds  required  to  complete  studies  and 
conversion  actions  begun  prior  to  PY  1986 y  costs  to  initiate 
and  complete  the  remaining  778  cost-effective  studies  and  3,720 
special  conversion  actions;  and  maintenance  costs  to  keep 
completed  studies  up  to  date. 

The  comprehensive  analyses  of  the  unstudied  conmunities 
undertaken  by  FBNA  during  PY  1984  make  this  Plan  significantly 
different  from  PEMA's  previous  plan,  as  shown  in  Pigure  4* 
This  Plan  provides  for  1,980  fe%fer  rv^w  detdil  studies  and  552 
fewer  other  new  studies  than  the  previous  pl^n,   Purther,  the 
combined  average  new  study  cost  is  reduced  from  the  previous 
plan  as  a  result  of  PEMA's  efforts  to  apply  less-costly,  less 
time-consuming  methods  of  performing  flood  risk  studies.  The 
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result  is  an  average  savings  of  $20,780  per  study.   In  addition, 
this  Plan  reflects  FEMA's  commitment  to  completing  3,720  special 
conversions  by  the  end  of  FY  1987,  an  increase  of  2,5  32 
conversions  over  the  previous  plan.   The  total  cost  of  completing 
the  remaining  flood  insurance  studies  and  special  conversions 
under  this  Plan  is  $68.1  million,  as  compared  to  $232.7  million 
under  the  previous  plan.  Thus,  the  plan  represents  a  savings  of 
$164.6  million  to  the  U.S.  taxpayer. 

Public  Law  98-181  requires  that  FEMA's  plan  provide  for  achieving 
full  program  status  for  all  communities  by  September  30,  1987. 
Two  options  have  been  developed  for  consideration  by  Congress 
regarding  this  time  limit.   Option  1  provides  for  inititating  the 
same  number  of  flood  studies  and  special  conversions  as  specified 
in  Figure  2.   However,  the  Emergency  Program  of  the  NFIP  %#ould 
terminate  on  September  30,  1987  and  all  Emergency  Program 
communities  would  be  converted  to  the  Regular  Program  on  or 
before  that  date.   Those  communities  undergoing  flood  risk 
studies  at  that  time  would  be  converted  to  the  Regular  Program 
without  the  detailed  risk  data  normally  provided  to  Regular 
program  communities  to  support  comprehensive  floodplain 
management  measures.   Thus,  this  option  would  have  numerous 
adverse  impacts  and  its  implementation  would  cost  approximately 
$2  million  more  than  the  second  option.   This  additional  cost 
would  be  necessary  because  a  number  of  administrative  actions 
would  have  to  be  repeated  when  flood  risk  studies  are  eventually 
completed  for  these  communities. 

Option  2  would  also  provide  for  the  same  number  of  flood  studies 
and  special  conversions,  all  of  which  would  be  underway  or 
completed  by  September  30,  1987.   However,  the  Emergency  Program 
would  be  extended  to  September  30,  1990.  This  %#ould  allow 
communities  under  study  to  be  converted  to  the  Regular  Program 
through  the  usual  process  whereby  the  study  is  completed  and  the 
statutory  consultation  and  appeal  procedures  precede  the 
conversion.   This  option  presents  no  significant  adverse  impacts 
and  would  result  in  fulfillment  of  the  1968  Congressional  mandate 
to  provide  flood  risk  data  to  all  communities  containing  flood 
risk  zones  as  the  basis  for  local  floodplain  management  and 
actuarial  flood  insurance  rates. 

It  is  also  important  to  note  that  adoption  of  Option  2  would 
extend  the  Emergency  Program  only  for  about  1,800  communities 
which  would  be  in  the  study  "pipeline"  after  FY  1987.  Conversion 
to  the  Regular  Program  would  occur  prior  to  September  30,  1987 
for  the  5,697  other  communities  in  this  Plan. 

In  conclusion,  FEMA  recommends  Option  2  of  the  Risk  Studies 
Completion  and  Full  Program  Status  Plan  presented  herein  which 
would  extend  the  Emergency  Program  to  September  30  1990. 
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II.  Introduction 


On  November  30,  1983 #  Congress  enacted  Public  Law  98-181  which 
extended  until  September  30 r  1985 r  the  deadline  £or  the  Federal 
Emergency  Management  Agency  (FEMA)  to  complete  risk  studies  for 
. all  f loodprone  communities  nationwide,  as  provided  in  the 
National  Flood  insurance  Act  (NFIA)  of  1968.  in  addition  to 
extending  the  original  15-year  studies  completion  deadline, 
this  law  required  FBNA  to  submit  to  Congress,  by  September  30, 
1984,  its  plan  for  bringing  all  f loodprone  communities  into 
full  program  status  by  September  30,  1987. 

This  report  is  FEMA*s  response  to  the  Congressional  requirement 
contained  in  Section  451  of  PL  98-181.   It  presents  two  options 
for  consideration  by  Congress  regarding  completing  flood 
insurance  studies  and  achieving  Regular  program  status  for  all 
communities.   The  report  first  provides  a  background  section  on 
the  history  and  subsequent  development  of  the  National  Flood 
Insurance  program.  Then  an  analyses  section  describes  FEHA's 
efforts  during  the  past  year  to  target  the  number  of 
communities  remaining  to  be  studied  and  to  develop  the  most 
cost-effective  approach  to  completing  the  initial  flood 
insurance  studies  for  f loodprone  communities.   The  next  section 
describes  the  Risk  Studies  Completion  and  Full  Program  Status 
Plan,  followed  by  a  discussion  of  the  effort  which  will  be 
required  in  the  period  during  the  completion  of  the  initial 
studies  and  beyond  to  maintain  the  integrity  of  the  flood  data 
developed  by  the  program.   Documentation  of  such  maintenance 
level  activities  is  essential  to  provide  Congress  with  a 
complete  statement  of  the  NFIP*s  current  and  future  needs  for 
flood  risk  studies  and  mapping.   The  final  section  of  the 
report  contains  FEMA*s  recommendations. 

Ill .  Background 

Establishment  of  the  NFIP 

Prior  to  the  establishment  of  the  NFIP  in  1968,  governmental 
efforts  to  reduce  the  rapidly  escalating  costs  to  the  Nation 
due  to  flooding  had  centered  on  structural  means,  primarily 
levees,  dams,  and  stream  channelization  projects  such  as  those 
undertaken  by  the  U.S.  Army  Corps  of  Engineers,  Tennessee 
valley  Authority,  and  the  Soil  Conservation  Service.   When 
disasters  occurred,  the  Congress  responded  by  authorizing 
disaster  assistance  outlays  directly  to  flood  victims. 
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Continued  escalation  of  flood  losses  caused  the  cost  and 
effectiveness  of  these  two  approaches  to  come  under  scrutiny. 
In  the  mid-sixties.  Congress  began  to  examine  the  feasibility 
of  non-structural  alternatives  including  land-use  management 
and  building  practices  as  means  to  further  stem  rising  flood 
losses.   Congress  also  considered  flood  insurance  as  a 
mechanism  for  transferring  some  of  these  costs  to  those  who 
occupy  floodplain  areas.   Thus,  the  National  Flood  Insurance 
Program,  embodied  in  the  National  Flood  Insurance  Act  of  1968, 
was  created  as  a  multi-faceted  means  of  addressing  this 
critical  national  problem.   The  program  of  Federal  flood 
insurance  conceived  in  the  1968  Act  offered  a  means:  to 
provide  reliable  assistance  to  flood  victims;  to  reduce  costs 
to  the  general  public  by  ensuring  that  those  property  owners 
at  risk  would  bear  some  of  the  cost  of  flood  damage;  and,  to 
encourage  floodprone  communities  to  undertake  non-structural 
floodplain  management  measures  to  reduce  potential  flood 
damages. 

Congress  recognized  that  the  success  of  this  program 
required  that  community  participation  be  widespread,  that 
studies  be  conducted  to  accurately  assess  the  flood  risk 
within  each  participating  floodprone  community  and  that 
insurance  premium  rates  be  established  based  on  the  risks 
involved  and  accepted  actuarial  principles.  To  meet  these 
dual  objectives  of  community  participation  and  flood  risk 
assessment.  Section  1360(a)  of  the  1968  Act  called  for  the 
secretary  of  the  Department  of  Housing  and  Urban  Development 
(HUD),  now  the  Director  of  FEMA,  to  "(1)  identify  and  publish 
information  with  respect  to  all  floodplain  areas,  including 
coastal  areas  located  in  the  United  States,  which  have  special 
flood  hazards,  within  five  years  following  the  enactment  of 
the  Act,  and  (2)  establish  flood-risk  zones  in  all  such  areas, 
and  make  estimates  with  respect  to  the  rates  of  probable 
flood-caused  loss  for  the  various  flood-risk  zones  for  each  of 
these  areas,  within  fifteen  years  following  such  date*"  At 
that  time,  however,  program  participation,  including  the 
availability  of  flood  insurance  coverage,  was  restricted  to 
those  communities  for  which  a  flood  risk  assessment  study  had 
been  completed.   Because  detailed  and  time-consuming  studies 
were  required  to  develop  risk  data  for  each  of  the  potential 
participant  communities,  it  became  clear  that  an  interia  means 
for  more  rapid  community  participation  had  to  be  provided. 

1969  Act  Established  Emergency  Program 

The  Housing  and  Urban  Development  Act  of  1969  expanded 
participation  by  authorizing  an  "Emergency  Program"  under 
which  insurance  coverage  could  be  provided  at  non- actuarial, 
federally-subsidized,  rates  in  limited  amounts  during  the 
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period  prior  to  completion  of  a  coramunity's  flood  risk  study. 
TO  participate  in  the  Emergency  program,  communities  were 
required  to  adopt  and  enforce  only  minimal  floodplain 
management  standards. 

The  1969  legislation  thereby  established  a  two-tiered  program, 
recognizing  that  to  provide  full  insurance  coverage  such  as 
that  available  in  the  Regular  Program,  without  the  necessary 
risk  data  to  support  actuarial  rating  and  local  floodplain 
management  efforts,  would  be  contrary  to  the  dual  approach 
envisioned  in  the  Act, 

The  Flood  Disaster  Protection  Act  of  1973 

To  increase  community  participation  in  the  NFIP  and  to  achieve 
other  objectives,  the  Flood  Disaster  Protection  Act  of  1973 
was  enacted.   This  Act  amended  the  1968  Act  by  requiring  the 
secretary  of  HUD  to  formally  notify  all  floodprone  communities 
of  their  flood  hazards  to  encourage  program  participation. 
This  notification  was  accomplished  through  the  publication  of 
Flood  Hazard  Boundary  Maps  (FHBMs)  based  largely  upon 
available  data  developed  by  other  Federal  agencies  and 
approximate  studies  performed  by  private  contractors.   The 
FHBMs  identify,  on  an  approximate  basis,  the  areas  within  a 
community  subject  to  inundation  by  the  one  percent  annual 
chance  (100-year)  flood  but  do  not  establish  flood 
elevation-frequency  relationships,  floodways,  coastal 
high-hazard  zones,  or  other  risk  data  for  actuarial  insurance 
rating  and  floodplain  management  purposes. 

in  addition,  the  1973  Act  required  the  acceleration  of  the 
flood  insurance  study  program,  and  set  forth  specific  "due 
process"  requirements  for  government  consultation  with  local 
community  officials  during  the  flood  insurance  study  process. 
The  Act  also  established  the  rights  of  a  community  and 
individual  property  owners  to  appeal  study  findings. 

Description  of  a  Flood  insurance  Study  (FIS) 

Flood  insurance  studies  (FISs)  are  performed  either  by  private 
engineering  firms  under  contract  to  FENA,  or  government 
agencies,  such  as,  the  U.S.  Army  Corps  of  Engineers,  U.S.  Soil 
Conservation  Service,  Tennessee  Valley  Authority  and  the  U.S. 
Geological  Survey,  under  interagency  agreements.  The  study 
begins  with  an  initial  community  meeting  where  the  study  scope 
is  established  by  considering  areas  which  are  developed  or 
likely  to  develop  within  the  near  future.   Detailed  hydrologic 
and  hydraulic  analyses  are  then  performed  for  each  of  these 
flooding  sources.  Once  the  study  contractors'  findings  are 
complete,  the  results  are  reviewed  for  accuracy  and  unlCo:   tv 
and  processed  by  technical  evaluation  contractors  (private 
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engineering  firms)  operating  under  contract  to  FBMA.   Theaa 
firms  review  the  study  contractors'  findings,  review  coimunity 
appeals  of  the  flood  elevation  determinations,  and  prepare  the 
PIS  report.  Flood  insurance  Rate  Map  (FIRM)  and  Flood  Boundary 
Floodway  Map  (FBFM),  if  appropriate. 

The  cost  of  a  full  detail  FIS  depends  on  the  number  and  size 
of  flooding  sources  involved  and  the  complexity  of  the  factors 
influencing  the  flooding.   The  current  average  cost  is 
approximately  $83,500. 

The  detailed  study  process  takes  approximately  45  months  from 
the  date  it  is  initiated  until  the  community  actually  enters 
the  Regular  program.   Figure  5  provides  a  time  table  of  the 
process.   About  one-half  of  the  time  is  associated  with  the 
various  "due  process"  aspects  of  the  Act  including  the  appeals 
process  and  the  community  consultation  and  coordination 
procedures. 

PISs  serve  many  purposes,  but  two  of  them  are  primary.   First, 
they  establish  the  100-year  flood  elevation  levels  and 
identify  other  critical  data  such  as  floodways,  upon  which 
local  floodplain  management  programs  are  based;  and  second, 
they  establish  the  risk  information  that  is  used  in 
calculating  actuarial  flood  insurance  rates.   During  the 
course  of  a  FIS,  flood  hazard  areas  are  determined  on  the 
basis  of  historical  records  of  rainfall,  river  flow  and 
coastal  storm  surge  levels.   Information  is  obtained  from 
records  maintained  by  other  Federal  and  state  agencies  and 
through  consultation  with  the  community.   The  geometric 
configuration  of  stream  channels,  shorelines  and  other 
floodplain  areas  is  obtained  by  ground  or  aerial  surveys. 
Hydrologic  and  hydraulic  analyses  are  then  performed  using 
this  data  and  the  results  are  presented  in  report  and  map 
format.   The  FIS  covers  those  areas  that  are  subject  to 
flooding  from  rivers  and  streams,  along  coastal  areas  and  lake 
shores,  or  other  floodprone  areas. 

The  results  of  a  FIS  are  issued  to  the  community  and  other 
users  in  the  form  of  a  Flood  insurance  Rate  Map  (PIRN)  and,  in 
most  cases,  a  Flood  Boundary  Floodway  Map  (PBPM)  and  a 
narrative  report.   The  FiRMs  are  used  by  lenders  and  insurance 
agents  to  determine  flood  insurance  purchase  requirements  and 
insurance  premium  rates  for  specific  properties,  and  by  local 
officials  for  floodplain  management  purposes.   The  FBPNs  are 
also  used  by  communities  for  enacting  and  enforcing  floodplain 
management  regulations  and  ordinances  and  ensuring  sound 
construction  practices  in  flood  hazard  areas.   Executive  Order 
also  requires  Federal  agencies  to  utilize  this  information  to 
avoid  Federal  investment  in  floodprone  areas  through 
construction  or  assistance  programs.   Some  additional  uses  of 
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flood  insurance  studies  include:   serving  as  a  basis  for 
decision-making  regarding  Federal  flood  control  projects; 
providing  support  for  State  flood  preparedness  programs; 
providing  support  for  flood  warning  activities;  and  providing 
basic  data  for  use  in  other  Federal,  state  and  local  water 
resources  programs. 

Achievements  of  the  Flood  insurance  Study  Program 

When  the  1968  Act  was  passed  the  total  number  of  floodprone 
communities  was  anticipated  to  be  only  5,000;  a  figure  which 
represented  urban  areas  with  populations  greater  than  10,000 
having  riverine  flood  hazards.   Later  studies  have  identified 
nearly  22,000  communities  as  floodprone.   This  increase  in  the 
number  of  floodprone  communities  has  been  the  single  most 
important  reason  for  the  increased  time  necessary  to  convert 
all  communities  to  the  Regular  program.   From  a  historical 
standpoint,  the  flood  study  program  has  achieved  much,  given 
the  increase  in  the  known  number  of  floodprone  communities  and 
the  level  of  funding  appropriated  to  initiate  and  complete  all 
of  the  studies  within  the  15-year  time  period  originally 
specified  in  the  1968  Act, 

prior  to  the  passage  of  the  Flood  Disaster  Protection  Act  of 
1973,  which  required  the  acceleration  of  the  flood  study 
program,  relatively  few  flood  insurance  studies  were 
initiated.   The  largest  numbers  of  studies  were  initiated  in 
Fiscal  Years  1974  through  1978,   By  the  end  of  FY  1978,  more 
than  8,200  flood  studies  and  restudies  had  been  initiated.   In 
FY  1976  alone  (including  the  transition  quarter),  over  2,300 
studies  were  initiated  using  appropriations  of  S93.6  million. 
Appropriations  continued  in  the  $75  -  $85  million  range 
through  FY  1979,   Funding  in  subsequent  years  declined  and 
in  FY  1985,  appropriations  were  reduced  to  $37.4  million. 

Despite  reduced  appropriations  and  the  enlarged  scope  of  the 
task,  FEMA  has  made  significant  progress  both  in  the  flood 
study  program  and  in  converting  communities  to  the  Regular 
phase  of  the  NFIP.   At  the  start  of  FY  1984,  there  were  an 
estimated  22,000  floodprone  communities  for  which  more  than 
19,000  Flood  Hazard  Boundary  Maps  had  been  published.   As  of 
the  same  d«te,  there  were  17,542  communities  participating  in 
the  SFIP  with  9,716  in  the  Regular  phase  of  the  Program  and 
7,826  in  the  Emergency  phase.   Some  4,384  communities  were 
non-participating.   By  the  end  of  FY  1984  more  than  11,400 
communities  will  be  participating  in  the  Regular  Program, 
which  is  more  than  double  the  number  of  communities  estimat6<i 
as  flood-prone  when  the  program  began  in  1968.   Approximately 
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8,000  of  these  will  have  detailed  flood  risk  determinations. 
Figure  1  illustrates  community  participation  status  in  the 
NFIP  as  of  the  start  of  FY  1984. 

As  early  as  1976,  FENA  recognized  that  some  communities  did 
not  require  a  detail  risk  study,   FEMA  began  utilizing  a 
special  conversion  process  for  these  communities. 
Approximately  3,400  communities  will  have  been  converted  to 
Regular  program  status  by  this  process  by  the  end  of  FY  1984. 
Also,  FEMA  has  always  utilized  existing  data  in  the  flood 
insurance  study  process.   The  development  of  flood  insurance 
studies  based  solely  on  existing  data  began  in  FY  1981  and  by 
the  end  of  FY  1984  some  540  studies  will  have  been  initiated 
through  this  process  at  considerable  savings  to  the  Program. 

Benefits  of  Flood  Insurance  Studies 

Flood  insurance  studies  are  the  only  accurate  means 
to  establish  flood  risk  data  for  floodprone  areas 
in  a  community.   The  high  degree  of  credibility  of  the 
floodplain  data  provided  by  detail  flood  studies  has 
been  a  major  factor  in  both  the  willingness  and  the  legal 
success  of  communities  in  enforcing  floodplain  management 
regulations.   Base  flood  elevations  and  floodway  data  provided 
by  FENA's  flood  studies  enable  the  community  to  establish 
specific  elevation  requirements  for  new  construction  and 
restrict  floodway  encroachment.  The  floodway  is  the  channel  of 
a  river  or  other  watercourse  and  the  adjacent  land  area  that 
must  be  reserved  in  order  to  prevent  flood  levels  from  being 
significantly  increased  and  jeopardizing  additional  areas  of 
the  community. 

The  identification  of  the  magnitude  and  frequency  of  flood 
hazards  through  a  flood  insurance  study  also  facilitates 
establishment  of  actuarial  insurance  rates.   Actuarial 
premiums  are  primarily  based  on  a  structure's  elevation 
relative  to  the  flooding  depth  and  frequency  relationship  at 
the  site,   individuals  informed  of  the  risk  through  flood- 
plain  maps  and  insurance  rate  classes  are  provided  with 
economic  incentive  (lower  insurance  rates  and  reduced  flood 
losses)  to  build  structures  above  or  away  from  flood  hazard 
areas. 

This  plan  presents  a  simple  and  quantitative  benefit/cost 
analysis  which  was  completed  by  FENA  to  aid  in  planning  the 
completion  of  the  flood  studies  program.   This  analysis 
demonstrates  that  flood  studies  can  reduce  flood  damage  in  the 
unstudied  floodplain  by  12,8  cents  for  each  dollar  of 
projected  floodplain  development  over  the  expected  life  of 
that  development,   (This  benefit/cost  analysis  is  discussed  in 
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greater  detail  in  Section  IV  and  Appendix  C  of  this  plan.) 
Relating  this  potential  reduction  to  the  $13  billion  in 
projected  £loodplain  development  in  the  unstudied  floodplains 
over  the  next  15  years  (see  Section  iVr  Demographic  Analysis) 
indicates  that  completion  of  the  flood  study  program  can 
reduce  total  expected  flood  damages  by  $1.7  billion  ovsr  ths 
life  of  new  construction  taking  place  during  the  period 
1984-1998  in  the  currently  unstudied  floodplains. 

The  simplified  benefit/cost  analysis  presented  in  this  plan 
is  conservative  in  that  it  does  not  consider  various  other 
factors,  far  more  complicated  to  predict  and  quantify,  tfhich 
further  enhance  the  benefits  to  be  gained  through  completion 
of  the  flood  studies  program.   For  example,  the  analysis 
assumes  that,  even  with  flood  study  data,  development  will 
continue  to  take  place  within  the  floodplain  or  floodway  but 
would  be  built  to  meet  only  the  minimum  construction  standards 
required  for  the  community's  participation  in  the  NFIP.   It 
does  not  consider  development  which  %#ould  be  entirely  diverted 
from  these  hazardous  areas  and  the  corresponding  elimination 
of  all  flood  losses  to  such  structures. 

Furthermore,  in  the  absence  of  a  flood  insurance  study, 
floodplain  development  has  historically  encroached  upon  the 
floodway  thereby  increasing  flood  elevations  and  the  risk  of 
damage  to  structures  in  surrounding  and  upstream  areas. 
Identification  and  regulation  of  the  floodway  can  thus  provids 
a  tangible  benefit  in  reducing  future  flood  losses,  but  one 
which  was  not  accounted  for  in  the  benefit/cost  analysis  due 
to  difficulty  in  quantification. 

The  benefit/cost  analysis  also  did  not  account  for  the 
benefits  to  be  derived  from  a  flood  study  and  the  attendant 
floodplain  management  actions  governing  redevelopment  and 
substantial  improvement  of  structures  in  the  floodplain. 
Without  a  flood  study  to  guide  redevelopment  in  the  aftermath 
of  a  disaster  or  to  form  the  basis  for  constructing 
substantial  improvements  to  structures,  the  financial 
investment  in  areas  at  risk  would  be  increased  and  subjsct  to 
a  cycle  of  recurring  loss  and  investment. 

The  benefit/cost  analysis  presented  in  this  report  also  does 
not  consider  the  productivity  losses  such  as  employment 
income,  business  revenues,  and  tax  revenues  which  occur  when 
commercial  and  industrial  structures  are  flooded.   These 
losses  can  be  reduced  if  the  flood  hazards  are  known  and 
commercial  and  industrial  structures  are  built  in 
consideration  of  that  risk. 
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Finally,  the  bene£it/cost  analysis  did  not  consider  additional 
benefits  directly  to  the  Federal  Government  such  ast   reduced 
disaster  aid  expenditures;  reduced  casualty  loss  deductions  on 
Federal  income  tax  revenues;  and,  secondary  usage  o£  the  flood 
study  data  by  other  Federal,  State  and  local  governments  for 
such  purposes  as  Federal  flood  control  projects,  supporting 
State  flood  preparedness  programs  and  flood  warning  activities 
and  disaster  assistance  programs.  The  major  social  benefits 
which  are  achieved  as  a  result  of  flood  insurance  studies  are: 
protection  of  lives  and  property;  shifting  of  flood  loss 
liability  from  the  general  taxpayer  to  the  property  owner; 
and,  prevention  of  disruption  of  services. 

Impacts  of  Discontinuing  Flood  Insurance  Studies 

The  major  impact  of  not  studying  a  community  is  that  valid 
data  are  not  available  to  implement  comprehensive  local 
floodplain  management  actions.   Sufficient  information  is 
unlikely  to  be  available  without  a  flood  insurance  study  to 
guide  future  construction  or  substantial  improvements  away 
from  flood  hazard  areas  or  to  legally  support  locally  adopted 
land  use,  building  and  zoning  measures.   Further,  the  use  of 
State  or  local  funds  to  generate  flood  risk  data  through  other 
studies  has  been  relatively  rare. 

A  decision  not  to  undertake  any  additional  studies,  which  at  a 
minimum  would  produce  flood  elevation  information  for  both 
developed  areas  and  those  which  will  experience  development^ 
would  have  the  effect  of  significantly  undermining  the 
program's  mandates  to  provide  adequate  assessments  of  flood 
risk,  and  to  encourage  wise  use  of  floodplains.   These 
objectives  contribute  directly  to  the  reduction  in  National 
flood  losses.  Federal  subsidies,  and  in  the  personal  hardship 
and  suffering  associated  with  those  losses.   Discontinuation 
of  the  study  effort  in  the  remaining  targeted  communities 
would  have  the  following  effects: 

•  The  NFIP*s  Congressional  mandate  would  not  be  adequately 
addressed.   The  legislative  history  describes  clearly  the 
needs  and  objectives  of  the  NFIP  to  provide  a  program  for 
indemnification  for  loss  of  property  from  flood  disasters, 
in  return  for  the  implementation  of  adequate  local  land  use 
management  to  minimize  future  loss  to  life  and  property. 
Without  adequate  risk  information  upon  which  to  base  these 
programs  there  would  be  a  direct  conflict  with  the 
objectives  of  the  program  for  those  areas  where  floodplain 
development  is  likely  to  occur. 
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Existing  and  potential  floodplain  occupants  would  not  be 
adequately  informed  of  the  magnitude  or  frequency  of  the 
hazard.   If  Flood  Hazard  Boundary  Haps  continue  to  be 
the  only  source  of  flood  information  in  these  communities, 
existing  and  potential  floodplain  occupants  will  have  been 
provided  only  approximations  of  the  lateral  extent  of 
inundation  from  the  base  flood.   Information  on  flood 
depths,  frequencies,  elevations,  velocities,  coastal  high 
hazard  areas,  location  of  floodways,  risk  zones  and  more 
accurate  flood  boundary  determinations,  all  of  which  would 
normally  be  produced  from  a  flood  study,  would  not  be 
provided  to  these  communities. 

Program  experience  has  shown  that  without  sound  flood 
risk  data,  specific  flood  damage  mitigation  standards  for 
new  construction  are  rarely  required  by  local  governments. 
The  NFIP*s  floodplain  management  standards  are  also 
incremental,  becoming  more  specific  as  more  detailed 
information  is  provided  through  the  flood  study  process.   If 
communities  are  converted  to  the  Regular  Program  without  the 
proper  level  of  study,  there  would  be  no  basis  to  require 
them  to  adopt  more  comprehensive  standards  than  are 
currently  required  for  the  Emergency  Program. 

Without  the  identification  and  management  of  floodway 
areas,  flood  hazards  may  be  increased  by  floodplain 
encroachment  which  restricts  flood  flows  and  thus  causes 
higher  future  flood  levels. 

The  program  requirement  that  substantially  damaged 
structures  be  built  to  elevation  standards  could  not  be 
uniformly  applied  in  communities  where  elevation  information 
has  not  been  provided,  thus  potentially  exposing  a  structure 
to  repeated  flood  damage,  repeated  payouts  from  the  National 
Flood  insurance  Fund,  and  recurring  repair  costs. 

Both  National  flood  losses  and  Federal  subsidies  (flood 
insurance,  disaster  relief,  casualty  tax  deductions  and  the 
installation  of  structural  flood  control  projects)  would 
increase.   Numerous  analyses  of  the  effect  of  continued 
minimal  floodplain  management  in  the  unstudied  communities 
have  been  undertaken  (see  Appendix  A  for  selected 
bibliography).   However,  these  studies  all  point  to  the 
conclusion  that  curtailing  the  study  effort,  although  saving 
expenditures  in  the  short  term,  could  ultimately  result  in  a 
greater  drain  on  the  Federal  treasury  through  the  mechanisms 
described  above.   The  humanitarian  objective  of  preventing 
loss  of  life,  personal  property  losses  and  hardship,  %ihich 
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cannot  be  easily  quantified,  would  be  hampered  without 
risk  data  similar  to  that  produced  in  the  flood  insurance 
studies. 

PENA  has  made  a  concerted  effort  through  the  analyses 
described  in  Section  iv  to  determine,  in  a  quantitative 
fashion,  the  number  of  remaining  communties  which  warrant 
detailed  risk  data  and  the  appropriate  study  methodology  to 
be  applied  to  each  in  order  to  maximize  benefits  and  reduce 
the  time  and  costs  associated  with  the  community  study  and 
conversion  process.   A  major  impetus  to  the  analyses 
described  below  was  provided  by  the  General  Accounting 
Office's  review  of  the  flood  studies  program  and  the 
subsequent  report  entitled  "The  Federal  Emergency  Management 
Agency  Can  Reduce  Napping  Costs." 

General  Accounting  Office  (GAP)  Findings 

From  October  1982  to  April  198  3,  the  GAO  performed  a  review 
of  the  flood  studies  program.   The  review  was  conducted 
because  the  mapping  deadline  of  August  1,  1983,  established 
by  Congress,  was  approaching  and  over  7,800  communities 
remained  in  the  Emergency  Program  without  a  completed  flood 
insurance  study.   The  stated  purpose  of  the  GAO  review  was 
to  determine  whether  options  existed  for  transferring 
communities  from  the  Emergency  program  to  the  Regular 
program  of  the  NFIP.   Another  objective  of  the  review  was  to 
identify  how  FEMA  could  improve  its  decision-making  for 
conducting  flood  studies. 

In  June  1983,  GAO  released  its  report  which  did  not  conclude 
that  the  unstudied  communities  should  be  transferred  en 
masse  from  the  Emergency  Program  to  the  Regular  Program  but 
recommended  that  FENA  develop  a  systematic  approach  to 
determine  which  type  of  mapping  should  be  undertaken  in  the 
remaining  communities,  to  include  the  following  actions: 

1.  Rank  unstudied  communities  on  the  basis  of  their 
development  potential. 

2.  incorporate  other  mapping  approaches  into  the 
decision-making  process. 

3.  Weigh  the  added  floodplain  management  data  provided  by 
a  detailed  study  against  the  study  cost  and  the 
development  potential  of  the  community  in  question. 

FEMA  responded  to  the  GAO  report  by  agreeing  that  a  more 
systematic  approach  for  selecting  mapping  alternatives 
for  the  remaining  unstudied  commmunities  was  needed  and  that 
future  flood  insurance  study  decisions  should  be  based  on  a 
community's  anticipated  floodplain  development. 
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This  objective  may  be  contrasted  to  that  during  the  early 
years  of  the  flood  study  effort,  when  many  high  priority 
areas  required  study  and  the  primary  decisions  involved 
prioritizing  communities  for  study  in  any  given  year.   Now, 
as  the  end  of  the  initial  study  effort  approaches,  the 
critical  decisions  center  on  not  only  study  priority,  but 
also  whether  a  study  is  necessary.  Thus,  PENA  recognized 
the  need  to  implement  GAO*s  recommendation  to  consider  study 
benefits  relative  to  study  costs  in  determining  whether  a 
community  warrants  a  study.   The  analyses  described  in  the 
following  section  fully  respond  to  GAO's  recommendations. 

IV.   Analyses 

FEMA  conducted  several  major  analyses  of  the  remaining 
unstudied  communities  in  order  to  obtain  accurate  data  on 
future  floodplain  development  and  to  develop  a  systematic 
approach  for  selecting  mapping  alternatives.   First,  a  study 
was  undertaken  to  evaluate  the  floodplain  development 
potential  in  each  of  the  remaining  unstudied  and  selected 
non-participating  communities  and  to  rank  them  on  the  basis 
of  projected  property-at-risk.   Second,  the  FEMA  Regional 
Offices  reviewed  these  communities  and  independently 
identified:   those  in  need  of  a  detail  study;  those  which 
could  be  converted  to  the  Regular  Program  without  a  study 
due  to  minimal  or  no  flood  hazards;  and  those  which  could  be 
converted  by  utilizing  flood  risk  data  already  available  for 
the  community.  Third,  FEMA  entered  into  an  interagency 
agreement  with  the  U.S.  Geological  Survey  (USGS)  to  identify 
communities  which  could  be  studied  by  le3s-costly,  less 
time-consuming  methods.   Fourth,  a  benefit/cost  analysis  was 
performed  to  establish  the  number  of  communities  which  would 
support  cost-effective  studies  of  various  types.   These 
analyses,  described  below,  comprise  a  thorough  and 
systematic  assessment  of  the  remaining  floodprone 
communities. 


Demographic  Survey 

In  order  to  obtain  objective  and  quantitative  data  on  the 
potential  for  floodplain  growth  in  the  remaining  unstudied 
communities  and  to  rank  them  on  the  basis  of  projected 
property-at-risk,  FEMA  contracted  with  Donnelley  Marketing 
Information  Services,  a  company  of  the  Dunn  and  Bradstreet 
Corporation,  which  is  a  leading  nationwide  firm  in  small 
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area  demography.   The  contract  also  required  this  firm  to 
provide  PBNA  with  a  system  £or  periodic  review  and  updating 
of  the  rankings.   The  results  of  the  study  have  enabled  FEHA 
to  evaluate  each  of  the  unstudied  communities  and  determine 
if,  based  on  the  community's  projected  property-at-risk,  a 
flood  insurance  study  is  warranted  and  to  establish  its 
priority.   An  abbreviated  explanation  of  the  demographic 
survey  performed  by  Donnelley  Marketing  Information  Services 
is  given  in  this  section.   A  complete  description  of  survey 
methodology  and  results  is  contained  in  the  final  report, 
dated  May  2,  1984. 


The  means  by  which  Donnelley  determined  floodplain  growth 
and  ranked  communities  is  summarized  as  follows.   For  each 
community/county  included  in  the  study,  population,  number 
of  households  and  the  value  of  these  households  (occupied 
residential  property  value  in  1980  dollars)  was  determined 
using  1970  and  1980  Census  data.   The  1983  population  and 
number  and  value  of  households  for  each  community /county  was 
determined  utilizing  Donnelley's  proprietary  data.   Next, 
growth  rates  were  computed  and  these  values  were  used  to 
project  community  development  between  1984  and  1998. 
Community  land  area  was  determined  from  Census  data, 
proprietary  data,  or  from  FEMA's  own  data  base.   The  size  of 
the  special  flood  hazard  area  (SPHA  -  100-year  flood  plain) 
was  determined  either  by  digitizing  the  FEMA  Flood  Hazard 
Boundary  Map  of  the  community  or  from  data  maintained  by 
FEMA. 

property-at-risk  in  the  SFHA  was  determined  by  proportioning 
estimated  growth  in  the  community  by  the  ratio  of  the  SFHA 
to  the  total  area  of  the  community.   An  adjustment  factor  was 
then  applied  to  convert  the  value  of  occupied  residential 
property  to  flood  damageable  or  insurable  property-at-risk 
including  stuctures  and  contents. 

Five  ranking  reports  were  then  produced  showing  flood 
damageable  property-at-risk  in  each  community's  SFHA.   Four 
reports  include  existing  plus  future  property-at-risk 
(national,  state,  community  within  state,  and  county 
rankings)  and  the  fifth  report  ranks  communities  only  on 
future  property-at-risk  (national). 

The  projected  property-at-risk  was  evaluated  in  a  total 
of  7,497  communities.   The  results  of  this  evaluation 
indicate  that  a  significant  amount  of  existing  development  is 
already  located  in  the  unstudied  floodplains  and  that  more 
than  $13  billion  of  new  development  is  expected  to  occur  ov«r 
the  15-year  period  1984-1998.   Of  the  7,497  communities 
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included  in  this  study,  3,712  communities  demonstrated  an 
increase  in  the  projected  value  of  property-at-risk  through 
1998.   The  estimated  growth  exceeded  $100  million  in  seven  of 
these  communities  and  $25  million  in  83  other  communities. 
Projected  future  value  of  property-at-risk  was  negligible  for 
2,370  communities  and  declined  for  1,415  communities. 

The  determinations  of  future  property-at-risk  developed  under 
this  contract  provide  the  basic  data  for  planning  additional 
new  studies  and  the  achievement  of  Regular  Program  status  for 
each  of  these  communities.   Several  additional  analyses  of 
this  basic  data  were  performed,  as  described  below,  to 
develop  the  Risk  Studies  Completion  and  Full  Program  Status 
Plan. 

Regional  Screening 

in  September,  1983,  the  FEMA  Regional  Offices  were  asked  to: 
1)  identify  and  prioritize,  based  on  best  available  data, 
those  communities  needing  a  detail  study;  2)  identify 
communities  for  which  the  special  conversion  (no  study) 
process  can  be  conducted;  and  3)  identify  candidates  for 
existing  data  study  (XDS) .   This  assessment  was  necessary  for 
two  reasons.   First,  it  enabled  FEMA  to  determine  the 
approximate  number  of  unstudied  communities  which  will 
require  a  flood  insurance  study  and  the  number  which  can  be 
converted  to  the  Regular  program  without  a  study.   This 
allowed  FEMA  to  effect  over  1,000  special  conversions  to  the 
Regular  Program  during  FY  1984.   Second,  the  Regional 
assessments  served  as  a  cross-check  to  verify  that  those 
communities  identified  as  needing  a  study  were  included  in 
the  demographic  survey. 

After  the  demographic  survey  was  completed  in  May,  1984,  the 
Regions  were  requested  to  review  the  demographic  rankings  and 
the  results  of  the  benefit/cost  analysis  by  applying  their 
specialized  knowledge  of  the  communities  to  verify  the 
accuracy  of  the  findings.   Also,  the  Regional  review  served 
as  a  quality  control  check  on  these  analyses  and  provided 
valuable  input  for  determining  the  necessary  action  for  the 
individual  communities. 

Review  by  the  United  States  Geological  Survey 

As  a  result  of  the  FEMA  Regional  Office  screening  of  the 
unstudied  communities,  which  was  performed  before  the 
demographic  survey  results  were  available,  a  listing  of  some 
2,500  communities  thought  to  be  candidates  for  study  was 
prepared. 
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In  November  1983,  FBMA  entered  into  an  interagency  agreenent 
with  the  USGS  £or  the  purpose  o£  examining  the  hydrologic  and 
hydraulic  conditions  in  these  2,500  communities  to  determine 
where  application  of  the  less-comprehensive,  less-costly  and 
less  time-consuming  methodologies  would  be  a  practical 
alternative  to  the  standard  more  detailed  methodologies  in 
use. 

During  July  1984,  the  USGS  provided  a  preliminary  report  on 
the  2,S00  communities  it  reviewed.   The  preliminary  report 
indicated  that  as  many  as  1,600  of  these  communities  could 
have  some  flood  elevation  data  developed  by  limited  detail 
study  (LDS).   The  USGS  reported  that  the  other  900 
communities  either  did  not  justify  a  study  because  of  the 
limited  flood  hazards  or  required  a  more  sophisticated 
methodology  than  that  of  the  LDS  because  of  the  complexity  of 
these  hazards. 

The  preliminary  report  also  identified  by  community  the 
streams  or  stream  reaches  that  can  be  studied,  specified 
which  of  the  alternative  LDS  methodologies  was  to  be  applied 
and  provided  an  approximate  estimate  of  the  time  and  costs  to 
do  the  work  for  each  community.   Preliminary  estimates 
indicate  that  the  community  conversion  would  occur  within  36 
months  of  the  initiation  of  an  LDS  study  and  that  the  average 
LDS  study  cost  would  be  about  $27,300.  The  cost  and  time 
advantages  of  performing  a  limited  detail  study  become  very 
obvious  when  compared  with  a  full  detail  study.  The  average 
cost  of  a  detail  study  is  $83,000  and  it  takes  about  45 
months  to  complete.  On  the  average,  the  limited  detail  study 
can  be  accomplished  at  a  savings  of  about  70%  in  study  costs 
and  20%  in  study  time. 

The  limitations  of  the  LDS  approach  are  that  100-year  flood 
elevations  will  be  determined  only  for  very  limited  areas 
within  a  community.   Ploodways,  detailed  risk  zones  and  water 
surface  profiles  for  other  frequency  floods  would  not  be 
determined.   The  specific  method(s)  to  be  used  would 
depend  on  factors  such  as  the  availability  of  historic 
flood  data,  the  uniformity  of  floodplain  characteristics  and 
the  suitability  of  applying  regionalized  flood 
depth- frequency  analyses,   it  is  recognized  that  the 
application  of  LDS  methodologies  will  not  be  suitable  in  all 
situations,  particularly  for  coastal  floodplains  or 
floodplains  with  complex  hydrologic  and  hydraulic 
characteristics.   However,  there  will  be  a  number  of 
communities  that  can  be  effectively  studied  by  the  LDS 
methodologies  with  little  or  no  impact  on  flood  data 
accuracy. 
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AS   part   of    this  Risk  Studies  Coapletion  and   Pull   Progran 
Status   Plan,    PEMA   intends   to  utilize    the   LDS   study  r^r*vy^   for 
all    coimunities  where   floodplain  development   potential 
warrants   the   establishoient   of   sone   risk  data   hut  does  not 
justify   the   cost  of   a   full   detail   study.      As  will   be  shovn   in 
the    followi-;    s>^i\:z-,    it    is  cost-effective   to  perfora  only 
769    of    the    1600    LDSs    identified   by    the   USGS.      The    first   of 
these   limited   detail   studies   will   be   initiated   during  PT   1985 
when    the   OSGS,    under   an   lAA  with  PEMA,    will   start   limited 
detail   studies    in    about   500   coamunities. 

The   procedures    for   processing   a   LDS  will   generally   follow 
those   of    a   standard    FIS    including    initial   and   final   nr—unity 
coordination  aieetings,    a   90-day   appeal   period  and   a   six-aonth 
period    for   co««iunities    to   adopt    the   necessary    floodplain 
management   measures. 

Benef  it /Cost:    A-^alysis 

General.      The    !:-? "^ f  i r  ' ^-/ =  ■"    analysis   upon  which    this   rlan    is 
premised  was   begun  with   a  search  of   the    literature   to   learn 
what   had   already   been  published   on   this    topic    in   order   to 
build   an-!    .--^yve   i^kni  i^tiat   had   been  postulated    in   the  past. 
Several   pre.L^js    attempts   to  quanti  .  ^ -"-   of 

the   NFIPp    each   enjoying   varying   degr«^rs   o£    acc«frCa£ri  i  ity   wer« 
noted    (See  Appeo^ix   h,   Sel«crie*i   Binlio^rap*^/  of   Benefit/Cost 
Analyses   of   the   !iationaI    ?lood   Insurance   Program),      With   the 
exception   of   the   econoaiic   an^l/sia  i^ich   led   to  the  creation 
of    the   NFIP,    the   report    ay   tn«  Tks^  Force   on  Federal   Flood 
Control   Policy   pu^l.-.n^  oo  Aogost   10 ^    19^     ;  :    Oocu»ent 

NO.    465,    non«  «njcr/«d  mOT*   UiftA  ttoderdt'^   success.      As   Brown 
and   Lind  noced   in   t&eir  report:  pflDlls^je-"    in   1976  entitled  An 
Econoaie  A3gessFent_of  tjhg^  liM^et  of   th^    .^-;,j> ->]>»*    j  ^o-vg 
insurance   ?r^^-r^-T,^S&   n^oepclylty   of   ^-yy  ^comomtc  ^aaTymis 
of  future    ber-.^fits    larijely  4»peodg   o>r   the  4«#«4ptlOfk»  ma^   in 
for^^ulstifvg    f^    tffecti    -^f    '^^-je    vnf^re»««e  «it#r«*tL-^e,* 
That    is,    in   this   specific   analysis,    i^ile   the   iafxctt  of   a 
flood    insurance   stj-Jy  can   be  quantified  after   it    Is  perfonsad 
and    adopted   by   a   comif-;r.ity   as   a  vehicle   for  managing 
developiient   of   t?ve   f Icodplai^-i,    it    is  «.ich  more  difficult    to 
predict   how  that   same   fi^>odplain  wo^^id   nave  been  developed   in 
the   abse'vce   of   a    flco-i   ifis-ira?K:e  study,      aeiice,    the 
uncertainty  of   't'-e    j'fcrreseen   alternative,* 

It    is    desired    tj-.at    ^r^e    !>e'^f  ir:/cf>st   analysis  of    this   report 
withstand   f-je    ri^r*    of    a    cl^^se    scrutiny  of   the   assunptioffis 
of    the   'jriforeseer.   alter'-ative* ,      An   additional   constraint 
was   that   f^   a^ia lysis   >6   ceased  or,  data   that    is   readily 
attainable   arvd   accessible .    Otherwise   obtaining   all  the  data 
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necessary  to  perform  a  thorough  and  complete  analysis  of  the 
benefit/cost  relationship  for  an  individual  community  %iould 
likely  cost  as  much  as  the  community's  flood  insurance  study 
itself.   Lastly,  the  data  should  not  be  suspect  because  it  is 
"soft"  or  because  it  is  drawn  from  convoluted  or  esoteric 
generalizations.   These  limitations  suggest  that  the  data 
supporting  the  analysis  must  be  based  on  simple  relationships 
that  are  easily  understood  so  as  to  give  confidence  in  the 
results.   Since  the  data  produced  by  a  flood  insurance  study 
and  the  economic  impacts  of  the  uses  to  which  it  will  be  put 
is  far  from  a  simple  and  direct  cause  and  effect  relation* 
ship,  these  constraints  result  in  the  underestimation  of  th« 
true  benefits  of  flood  insurance  studies,  as  discussed 
previously,  but  do  permit  a  quantitative  analysis. 

Assessment  of  Benefits.   Since  the  inception  of  the  NFIP,  the 
Federal  insurance  Administration  has  maintained  a  data  base 
on  flood  losses  from  which  empirical  relationships  can  be 
drawn.   These  include  the  average  frequencies  and  depths  of 
flooding  as  well  as  the  average  annual  damages  caused  by 
various  combinations  of  depths  and  frequency,   information 
extracted  from  this  data  base  suggests  that  in  the  absence  of 
a  flood  insurance  study,  and  in  an  unmanaged  floodplain, 
property  owners  experience  losses  corresponding  to  that 
expected  for  structures  located  at  approximately  the  level  of 
the  35-year  flood.   The  35-year  flood  event  is  the  level  of 
flooding  that  is  statistically  expected  to  occur  once  on  the 
average  every  35  years  or  with  a  2.9  percent  chance  in  any 
given  year. 

There  are  many  requirements  which  a  community  in  the  Regular 
program  must  fulfill  in  complying  with  the  minimum  standards 
for  floodplain  management  to  maintain  its  continued 
eligibility  for  Federal  flood  insurance  coverage.  Chief 
among  these  requirements  is  that  all  new  or  substantially 
improved  properties  to  be  sited  in  the  100-year  floodplain  hm 
built  to,  or  above  the  elevation  of  the  100-year  flood.  The 
100-year  flood  is  that  event  which  has  a  one  percent  chance 
of  being  equalled  or  exceeded  in  any  given  year. 

Knowing  the  depth-damage  relationship  for  a  structure  and 
the  depth-frequency  relationship  for  floods  at  the  site  of 
the  structure  permits  the  calculation  of  expected  average 
annual  damages  from  flood  events.  The  difference  bet%reen 
the  damages  at  the  35-year  flood  and  the  100-year  flood  is 
the  benefit  attainable  when  new  structures  are  elevated  to 
the  100-year  flood  level  as  the  result  of  the  data  provided 
by  a  completed  flood  insurance  study.  Very  simply  put,  the 
analysis  presented  in  Appendix  C  is  based  on  the  difference 
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between  expected  annual  damages  for  the  SS-year  flood  level 
and  the  100-year  flood  level.   As  might  be  expected,  separate 
depth- iamage  relationships  exist  for  structures  and  their 
contents.   Thus,  there  are  separate  benefits  for  structures 
and  for  contents  which  are  considered  in  this  analysis. 

Some  assumptions  must  be  made  to  typify  the  kind  of 
development  expected  to  occur  in  the  future.   This  analysis 
assumes  that  future  floodplain  development  is  best 
represented  by  a  single  family  home  built  slab-on-grade  with 
an  expected  life  of  50  years.   It  also  assumes  that  its  value 
is  $60,000  (the  average  price  of  a  new  home  in  the  United 
States,  exclusive  of  land,  in  19B4  is  $66,000)  and  that  it 
will  contain  $20,000  in  contents  which  will  be  located  on  the 
ground  floor. 

Based  on  these  assumptions  regarding  the  nature  and  siting  of 
a  "typical"  floodplain  structure,  the  average  annual  flood 
damage  reductions  for  structures  and  contents  can  be  computed 
using  the  Federal  Insurance  Administration's  depth  -  damage 
relationships  as  described  in  Appendix  C. 

This  computed  average  annual  loss  reduction  of  0.256  cents 
per  dollar  of  floodplain  construction  per  year  can  be 
considered  as  the  benefit  from  making  flood  insurance  study 
data  available  to  support  local  floodplain  management 
measures  which,  at  a  minimum,  require  new  construction  to  be 
elevated  or  flood-proofed  to  the  100-year  flood  level. 
Assuming  a  50-year  life  of  a  structure,  this  annual  benefit 
corresponds  to  12.8  cents  per  dollar  of  floodplain 
construction  over  the  life  of  the  structure.   Applying  this 
figure  to  the  $13  billion  of  expected  new  development  in  the 
Nation's  floodplains  over  the  next  15  years  suggests  that  if 
all  such  floodplains  were  studied,  the  potential  reduction  in 
nationwide  flood  losses  would  be  $1.7  billion. 

Although  the  above  analysis  provides  an  estimate  of  the  total 
potential  future  benefits  from  studying  the  remainng 
developing  floodplains,  standard  economic  analysis  requires 
that  future  benefits  be  discounted  to  their  present  worth 
relative  to  the  present  study  cost.   A  discount  factor  of  10 
percent  (recommended  by  the  Office  of  Management  and  Budget) 
has  been  used  for  the  discounting  analysis  discussed  in 
Appendix  C. 
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When  the  discounting  analysis  is  performed  over  the  assumed 
50-year  life  of  the  structure,  it  is  found  that  the  present 
worth  of  benefits  of  a  flood  risk  study  is  2.54  cents  for 
every  dollar  of  f  l^^-cipl  ain  development  compared  to  a  total 
future  worth  of  12.8  cents  per  dollar  as  previously 
discussed. 

Thus,  the  present  worth  of  the  average  annual  damage 
reduction  attainable  from  a  flood  risk  study  is  about  2.5 
cenLs  for  every  dollar  of  future  construction  that  would  have 
been  otherwise  unwisely  sited  in  the  100-year  floodplain  in 
the  absence  of  the  flood  risk  study. 

Costs.   The  computation  of  the  costs  of  flood  risk  studies  is 
more  directly  obtainable  from  historic  data  maintained  by  th« 
Federal  Insurance  Administration.   Presently  there  are  three 
types  of  new  flood  risk  studies  which  have  an  assumed 
estimated  average  life  of  15  years.   These  aret   full  detail 
study,  limited  detail  study  and  existing  data  study  ifhich 
have  associated  costs  of  $83,500,  $27,300  and  $21^300, 
respectively.   These  average  study  costs  include  estimates  of 
all  incidental  costs  such  as  those  for  review,  cartographies, 
printing  and  distribution. 

Benefit/Cost  Ratio.   Three  components  are  brought  together  in 
determining  the  ratio  of  benefits  to  costt   the  benefit  of  a 
flood  risk  study  discounted  over  the  life  of  a  floodplain 
structure  (i.e.,  2.54  cents  per  dollar  of  future 
development);  estimates  of  the  future  property-at-risk  in  the 
unstudied  floodplains  of  individual  communities  for  the  15 
year  period  from  1984  to  1998  from  the  demographic  surveyi 
and,  the  average  costs  of  the  three  different  types  of  flood 
risk  studies  which  have  an  assumed  average  life  of  15  years* 

The  analysis  is  performed  by  examining  the  benefit/ cost  (B/C) 
relationship  for  each  of  the  communities  included  in  the 
demographic  survey  and  assigning  a  study  type  which  can  be 
supported  by  a  B/C  ratio  equal  to  or  greater  than  one  as 
follows: 

BENEFIT   >   1,  WHERE 
COST 

BENEFIT  =  $0.0254   x   (Future  property-at-risk  in  dollars) 


"Cost"  is  the  average  cost  of  a  flood  risk  study.   By 
utilizing  the  various  values  for  the  three  types  of  studies, 
the  minimum  thresholds  of  future  property-at-risk  required  to 
cause  the  benefit/cost  relationship  to  be  positive  (equal  or 
exceed  one)  can  be  calculated.   The  details  of  this 
computation  are  provided  in  Appendix  C,  and  the  results  are 
summarized  below. 
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Given  the  philosophy  that  certain  minimum  levels  of  future 
floodplain  development  are  required  before  the  costs  of  a 
certain  type  of  study  are  justified,  the  decision-making  can 
be  systematized  as  follows: 


Decision 

New  Detail  Study 
Limited  Detail  study 
Existing  Data  Study 
special  Conversion 
(NO  Study) 


Future  Property-at-Risk 

If  greater  than  $3.29  million 

If  between  $1.07  and  $3.29  million 

If  between  $839,000  and  $1.07  million 

If  less  than  $839,000 


The  systematized  decision-making  procedure  for  determining 
which  study  type  is  the  most  cost-effective  action  permits 
tabulating  the  number  of  communities  listed  by  the 
demographic  survey  with  the  various  requisite  levels  of 
future  property-at-risk  values.   This  yields  a  count  as 
follows: 


Study  Type/Conversion  Action 
New  Detail  Study 
Limited  Detail  Study 
Existing  Data  Study 
special  Conversion  (No  Study) 


Number  of  Communities 

820 

769 

188 

5,720 

TOTAL     7,497 


'he  number  of  these  cost-effective  studies  and  conversion 
ictions  to  be  initiated  in  FY  1986  and  FY  1987  for  which 
unds  are  not  yet  provided  is  determined  by  subtracting 
nitiations  planned  for  FY  1984  and  FY  1985  from  the  total: 


Study  Type/Conversion  Action 
New  Detail  Study 
Limited  Detail  Study 
Existing  Data  Study 
Special  Conversion  (No  Study) 
TOTAL 


TO  Be 

Total 

Initiated 

initiated 

NO. 

FY84-85 

FY86-87 

8  20 

339 

481 

769 

500 

269 

188 

160 

28 

5,720 

2,000 

3,720 

7,497 

2,999 

4,498 
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V.  Risk  Studies  Completion  and  Full  Program  Status  Plan 

Description 

As  required  by  PL  98-181,  FEMA  has  prepared  a  Plan  to 
initiate  the  required  flood  risk  studies  and  achieve  full 
program  status  for  all  communities  containing  flood  risk 
zones.   As  suggested  by  the  General  Accounting  Office,  the 
premise  for  all  actions  in  the  plan  is  an  assessment  of 
future  floodplain  development.   FGHA  has  thoroughly  and 
objectively  projected  floodplain  development  in  the 
unstudied  communities  between  1984  and  1998  (See  Section  IV, 
Demographic  Survey).   This  projection  indicates  that  over 
$13  billion  of  development  can  be  expected  in  the  Nation's 
unstudied  floodplains  by  1998.   Communities  have  been  ranked 
on  the  basis  of  their  future  property-at-risk  and  a 
benefit/cost  formula  has  been  applied  to  each  community 
using  estimates  of  potential  reductions  in  property-at-risk 
and  study  costs.   These  actions  assure  that  flood  insurance 
studies  will  only  be  scheduled  for  those  communities  where 
the  cost  of  a  study  will  be  supported  or  exceeded  by  the 
anticipated  flood  loss  reduction  benefits  to  the  community. 
For  communities  with  minimal  floodplain  development 
projected,  where  a  study  would  not  be  cost  effective,  the 
special  conversion  procedure  will  be  utilized,  rather  than  a 
flood  insurance  study,  to  achieve  full  program  status  for 
the  community. 

As  a  result  of  these  comprehensive  analyses  of  the 
communities  in  the  Emergency  Program  and  selected 
non-participating  communities,  FEMA's  present  Plan  for 
bringing  them  into  the  Regular  Program  differs  significantly 
from  the  previous  plan,  as  shown  in  Figure  4.   Under  the 
current  Plan,  481  detail  studies,  269  LDS's  and  28  XDS's 
would  be  initiated  during  FY  1986  and  1987,  resulting  in 
1,980  fewer  new  detail  studies  and  552  fewer  other  new 
studies  ( LDS  and  XDS)  than  previously  anticipated.   Efforts 
to  apply  less-costly,  less  time-consuming  approaches  for 
studying  communities  have  reduced  the  average  new  study  cost 
by  $20,780. 
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Further,  the  current  Plan  reflects  PENA's  intent  to  complete 
all  (5,720)  special  conversions  by  the  end  of  FY  1987.   This 
will  require  a  major  commitment  of  time  and  resources  during 
this  period  since  2,532  more  communities  will  be  scheduled 
for  special  conversion  under  this  Plan  than  under  the 
previous  plan.   The  costs  of  initiating  the  remaining  flood 
insurance  studies  and  special  conversions  under  this  Plan  are 
compared  with  the  costs  of  PENA's  previous  plan  in  Figure  4. 
under  the  current  Plan  these  costs  are  $68.1  million  during 
the  period  FY  1986  through  FY  1990.   Under  the  previous  plan, 
the  cost  would  have  been  $23  2.7  million.   Thus,  the 
systematic  assessments  performed  result  in  a  potential 
savings  of  $164.6  million  to  the  U.S.  taxpayer. 

This  Plan  for  initial  studies  completion  and  community 
conversion  to  the  Regular  program  of  the  NFIP  has  been 
developed  with  two  options  for  consideration  by  the 
Congress.   The  difference  between  the  two  options  presented 
below  is  the  date  of  termination  of  the  Emergency  Program  and 
its  impact  on  the  achievement  of  the  goals  established  by 
Congress  through  the  enactment  of  the  National  Flood 
Insurance  Act  of  1968,  as  amended.   A  description  of  the  two 
options  follows. 

Option  I 

This  option,  would  provide  for  the  initiation  by 
September  30,  1987  of  all  risk  studies  for  communities  where 
the  discounted  value  of  future  flood  damage  reductions  will 
be  greater  than  the  cost  of  the  study.   Funding  levels  of 
$68.1  million  to  support  initiation  of  481  full  detail 
studies,  267  limited  detail  studies,  28  existing  data 
studies,  and  3,720  special  conversions  would  be  required. 
All  special  conversions  (communities  where  flood  studies  are 
not  justified)  will  be  completed  by  September  30,  1987,  which 
is  a  major  undertaking.   Additional  funding  is  also  needed  to 
support  conversions  to  the  Regular  program  for  communities 
with  studies  initiated  before  the  start  of  FY  1984,  (i.e. 
communities  with  studies  in  the  "pipeline").   The  usual 
process  involves  45  months  from  study  initiation  to  community 
conversion  (See  Figure  5).   A  third  funding  requirement  is 
for  maintenance  activities  for  updating  and  revising  FEMA's 
published  flood  hazard  information  (as  described  in  Section 
VI  of  this  report).   This  effort  is  currently  ongoing,  but 
would  be  given  more  emphasis  beginning  in  FY  1988.   By  1990, 
when  all  initial  studies  are  completed,  the  maintenance 
program  would  be  the  primary  function  of  FEMA's  flood  risk 
study  component. 
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Under  this  option,  the  Emergency  Program  of  the  NPIP  ifould 
terminate  on  September  30,  1987.   Thus,  all  Emergency  Prograa 
communities  including  those  with  studies  initiated  after  the 
start  of  FY  1984  would  be  converted  to  the  Regular  Program  by 
September  30,  1987  in  order  to  be  eligible  to  purchase 
Federal  flood  insurance.   Later,  when  the  studies  of  these 
communities  are  completed,  the  communities  would  be  required 
to  adopt  the  applicable  floodplain  management  measures  to 
maintain  participation  in  the  Regular  Program. 

While  Option  1  is  achievable,  it  has  a  number  of  significant 
disadvantages.   The  advantages  and  disadvantages  of  this 
option  are  discussed  below. 

Advantages: 

®  The  additional  flood  insurance  coverage  provided  under  th« 
Regular  Program  would  become  available  for  any  insurable 
structure  within  any  community  participating  in  the  NPIP. 

®  The  Emergency  Program  would  be  terminated  on  September  30 » 
1987. 

Disadvantages: 

®  The  absence  of  effective  floodplain  management  provisions 
in  the  early  proposals  to  initiate  a  flood  insurance 
program  was  seen  as  a  major  drawback  to  their  adoption  by 
Congress. 

®  The  availability  of  higher  limits  of  coverage  under  th« 
Regular  program  may  encourage  communities  and  individuals 
to  develop  floodprone  areas,  without  applying  mitigation 
techniques.   Thus,  converting  developing  communities  to  the 
Regular  Program  before  establishment  of  the  flood  risk  data 
could  result  in  promoting  unwise  development,  rather  than 
minimizing  flood  losses.   This  was  another  major  concern  of 
Congress  during  the  deliberation  over  the  passage  of  the 
1968  Act  and  earlier  proposals  for  a  flood  insurance 
program. 

*  Providing  additional  amounts  of  flood  insurance  coverage 
to  certain  communities  before  providing  risk  data  is  unfair 
to  those  communities  which  were  required  to  wait  for  the 
completion  of  their  flood  insurance  study  before  enjoying 
the  benefits  of  Regular  Program  participation. 
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®  Providing  additional  amounts  of  coverage  under  the  Regular 
progreun  may  result  in  greater  loss  exposure  to  the  NFIP. 
This  exposure  may  be  unfairly  borne  by  other  policy  holders 
who  have  properly  elevated  their  structures  or  by  general 
taxpayer  subsidies  to  the  National  Flood  insurance  Fund. 
This  is  contrary  to  the  original  concept  of  the  NFIP  whereby 
the  floodplain  occupant  bears  more  of  the  costs  through 
proper  construction  techniques  and  paying  appropriate 
actuarial  rates* 

**  Implementation  of  3^720  conversions  by  September  30,  1987 
would  have  significant  administrative  costs  and  impacts  on 
the  agency  as  well  as  the  communities  involved.   The  major 
actions  required  would  be:   informing  1,800  communities  of 
the  action;  providing  necessary  technical  assistance  to 
community  officials;  converting  all  Flood  Hazard  Boundary 
Maps  to  Flood  Insurance  Rate  Maps  and  reissuing  them;  and 
informing  insurance  and  lending  concerns.   These  actions  are 
estimated  to  cost  approximately  $2  million  and  would  have  to 
be  repeated  when  flood  risk  studies  are  eventually  completed. 

Dption  2 

This  option  is  identical  to  Option  1  with  regard  to  new  study 
initiations,  "pipeline"  processing  requirements,  special 
conversions  and  maintenance  activities.   The  difference  is 
that  the  Emergency  program  would  terminate  on  September  30, 
1990,  rather  than  on  September  30,  1987.   This  would  allow 
about  1,800  communities  under  study  to  be  converted  to  the 
Regular  Program  through  the  normal  process,  whereby  the  study 
is  completed,  risk  data  established  and  the  statutory  due 
process  procedures  precede  the  community's  conversion  to  the 
Regular  program.   The  advantages  and  disadvantages  for 
terminating  the  Emergency  Program  on  September  30,  1990  are 
provided  below. 

Advantages: 

*»  Allows  the  normal  conversion  process  to  occur  without 

duplication  of  administrative  efforts  and  costs  thus  saving 
approximately  $2  million. 

*»  Regular  Program  amounts  of  flood  insurance  coverage  will 
be  made  available  to  communities  only  upon  the  adoption  of 
effective  local  floodplain  management  measures  including 
the  requirment  to  elevate  new  construction  to  the  base 
flood  level.   This  is  in  keeping  with  the  goals  of  Congress 
in  enacting  the  National  Flood  insurance  Act  of  1968,  as 
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amended.  Pull  insurance  benefits  have  been  and  will 
continue  to  be  a  major  incentive  to  the  adoption  and 
enforcement  of  sound  local  floodplain  management  programs. 

®  providing  additional  amounts  of  flood  insurance  coverage 
after  completion  of  the  flood  insurance  study  and  local 
adoption  of  the  necessary  floodplain  management  measures 
results  in  fair  treatment  of  all  communities  and  citizens 
for  which  flood  insurance  studies  are  conducted.  No 
seriously  floodprone  community  is  provided  the  benefits  of 
Regular  program  participation  without  first  undergoing 
completion  of  the  study,  the  statutory  consultation  and 
appeal  procedures  and  adopting  the  required  elevation 
standards  for  new  construction. 

®  Communities  will  be  given  the  tools  required  to  develop 
mitigation  techniques  for  new  construction.  They  will 
be  required  to  utilize  the  flood  risk  data  developed 
through  the  flood  insurance  study  in  the  adoption  of  local 
floodplain  regulations  as  a  condition  of  participation  in 
the  Regular  Program.   Thus,  mitigation  techniques  for 
construction  will  be  implemented  to  protect  against  loss  of 
life  and  property  from  flooding,  thereby,  facilitating 
Congress's  goal  for  the  Nation  of  reducing  flood  lossss 
and  Federal  outlays  for  disaster  relief. 

®  The  floodplain  occupant,  rather  than  other  policy  holders 
or  the  general  taxpayer,  will  bear  a  more  appropriate  share 
of  the  costs  of  constructing  in  a  hazardous  area.   Such 
costs  are  incurred  through  the  expense  of  improved 
construction  techniques  and  actuarial  premium  rates  for 
flood  insurance  coverage.  Thus,  the  NPIP  and  the  Federal 
treasury  will  be  less  subject  to  shouldering  the  burden  for 
flood  damage  to  improperly  sited  floodplain  structures. 

Disadvantages: 

®  The  emergency  Program  would  have  to  be  extended  to 

September  30,  1990  to  allow  for  the  orderly  transition  of 
all  communities  to  the  Regular  Program  even  though  this 
affects  only  1,800  communities.  The  other  5 #697 
communities  of  this  Plan  will  have  been  converted  to  the 
Regular  Program  by  the  end  of  FY  1987. 
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®  Additional  limits  o£  insurance  coverage  would  not  be 

available  for  communities  under  study  during  the  extension 
period. 

VI.    Maintenance  Level  Program 

Description 

Since  the  early  years  of  the  NFIP,  it  has  been  necessary  to 
perform  restudies  and  to  revise  published  flood  maps  to 
reflect  changes  in  watershed  or  floodplain  hydrologic  or 
hydraulic  conditions;  incorporate  advances  in  the 
state-of-the-art  for  flood  risk  assessment;  correct  errors 
identified  in  the  original  study;  and  to  extend  the  areas  of 
detail  study  to  those  unstudied  portions  of  a  community 
experiencing  development  pressure.   This  activity  is 
consistent  with  the  intent  of  Congress  in  creating  the  NFIP. 
Section  1302(e)(5)  of  the  Act  states  that  one  of  the  purposes 
of  the  title  is  to  "authorize  continuing  studies  of  flood 
hazards  in  order  to  provide  for  constant  reappraisal  of  the 
flood  insurance  program  and  its  effect  on  land  use 
requirements"  (Emphasis  added). 

Appropriations  for  flood  studies  and  surveys  have 
consistently  included  funds  for  restudy  and  map  revision 
activities.   Thus,  the  flood  insurance  study  program  has 
operated  on  two  levels  —  the  first  focusing  on  completion 
of  the  initial  studies  effort,  and  the  second,  maintaining 
the  accuracy  of  the  information  produced.   Because  of  the 
dual  nature  of  the  studies  program  and  the  greater  priority 
given  to  completing  the  initial  studies  effort,  from  the 
inception  of  the  NFIP  through  FY  1984,  only  some  18%  of  total 
appropriations,  or  about  $117  million  have  been  allocated  for 
maintenance  purposes. 

Therefore,  once  the  initial  studies  effort  is  completed  a 
maintenance  level  funding  program  tentatively  estimated  at 
$36.3  million  annually  beginning  in  FY  1988  will  be  necessary 
to:   1)  maintain  the  technical  accuracy  and  usefulness  of 
existing  risk  data  for  local  floodplain  management 
regulations,  and  2)  generate  new  risk  data  for  areas 
previously  unstudied  where  the  development  potential 
justifies  the  cost.   Without  such  a  maintenance  level 
program,  flood  risk  data  would  eventually  become  obsolete  as 
hydrologic  and  hydraulic  changes  occurred  within  the 
watershed  and  floodplain  or  as  new  technology  became 
available  to  improve  the  accuracy  of  risk  determinations. 
Obsolete  data  may  not  provide  a  sound  legal  basis  for  local 
regulatory  programs  and  thus  the  effectiveness  of  community 
floodplain  management  would  deteriorate.   Eventually,  unwise 
building  practices 
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in  floodplain  areas  could  increase  and  the  investment  in  the 
establishment  o£  the  NFIP  could  be  lost.   Likewise,  obsolete 
risk  data  could  not  be  utilized  to  actuarially  rate  new 
construction,  thus  potentially  resulting  in  an  inequitable 
distribution  of  program  costs  among  policy  holders  and 
possibly  requiring  additional  taxpayer  subsidies  to  maintain 
the  National  Flood  Insurance  Fund. 

Flood  risk  data  is  revised  and  updated  by  four  means x 

1.  flood  insurance  restudies 

2.  map  revisions 

3.  Letters  of  Map  Revision  (LOMRs) 

4.  Letters  of  Nap  Amendment  (LONAs) 

Each  of  the  above  frequently  involves  in-depth  technical 
evaluations.   In  the  case  of  restudies,  FCNA  contracts  for 
the  development  of  hydrologic  and  hydraulic  analyses  of 
several  flooding  sources  within  communities  previously 
studied.   Nap  revisions,  LONRs  and  LONAs  involve  assessing 
technical  data  generated,  funded  and  submitted  by  comnunitles 
or  appellants.   Specifically,  a  map  revision  means  the 
issuance  of  a  revised  Flood  Insurance  Rate  Nap  (PIRN)  and/or 
Flood  Boundary  Floodway  Nap  (FBFN)  to  reflect  changes  in  the 
community's  flood  risk.   Usually  only  a  portion  of  a  flooding 
source  is  involved.   A  LONR  is  a  revision  made  effective  by 
letter  and  followed  later  by  a  physical  map  revision. 
Lastly,  a  LONA  is  the  issuance  of  a  letter  which  has  the 
effect  of  removing  a  parcel  or  parcels  of  land  from  the 
designated  special  flood  hazard  area,  and  thereby  removing 
the  mandatory  Federal  flood  insurance  purchase  requirement 
for  structures  located  thereon.   Although  much  of  the  data 
and  analysis  to  support  map  revisions,  LONAs  and  LONRs  is 
funded  and  provided  by  appellants  and  communities,  the 
incentive  for  them  to  do  so  primarily  exists  when  risks  are 
decreasing.   FEMA  has  been  primarily  responsible  for  updating 
risk  data  when  hazards  are  increasing  through  the  restudy 
program. 

The  administration  of  the  maintenance  program  will  involve 
FGNA  staff  to  establish  policy,  procedures  and  standards, 
administer  study  contracts,  evaluate  technical  appeals  and 
data  received,  coordinate  with  communities  to  obtain  their 
input  for  the  restudies  and  to  advise  them  on  the  policies 
and  procedures  for  revisions  and  appeals.   Study  contractors 
(Federal  agencies  or  private  engineering  firms)  are  selected 
to  perform  the  detailed  analyses  required  in  restudies* 
Technical  evaluation  contractors  are  utilized  to  evaluate 
data  submitted  by  appellants  and  to  prepare  the  appropriate 
form  of  map  revision  or  map  amendment,  when  the  data 
submitted  justifies  a  change  to  FENA*s  map. 
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General  Estiroates  of  Maintenance  Program  Activities 

Flood  insurance  studies  are  estimated  to  have  an  average 
hite-  of  15-20  years.   However,  in  rapidly  growing 
corarounities,  updates  are  required  much  more  frequently. 
Thus,  each  year  approximately  5%  of  all  effective  Flood 
insurance  Rate  Naps  (FIRNs)  require  the  initiation  of  some 
action  to  reassess  flood  hazard  areas  and  flood  risk 
factors.   Historically,  approximately  one-third  of  the 
required  updates  have  been  handled  by  complete  restudies  and 
two- thirds  are  processed  through  the  less  complex  map 
revision  procedure.   An  average  of  1,100  requests  for  Letters 
of  Map  Amendment  (LOMA)  and  Letters  of  Map  Revision  (LOMR) 
have  been  received  annually. 

The  number  of  restudies  and  map  revisions  necessary  in  the 
future  can  be  expected  to  increase  as  the  number  of 
conmunities  entering  the  Regular  phase  of  the  NFIP  increases 
and  as  the  average  age  of  the  original  study  data  increases. 
By  the  time  the  initial  flood  study  program  is  complete, 
about  12,250  communities  will  be  provided  base  flood 
elevation  data.   At  that  time,  the  number  of  restudies,  map 
revisions  and  letters  of  map  revision/amendment  (LOMR/ LOMA) 
necessary  to  develop  new  data  and  maintain  the  accuracy  of 
existing  flood  risk  data  are  estimated  to  be  230,  400  and 
1,520  per  year,  respectively.   This  effort  is  tentatively 
estimated  as  requiring  $36.3  million  annually.   The  reported 
costs  include  map  reprinting  and  redistribution  costs  and 
include  $500,000  that  would  be  required  annually  to  fund 
special  engineering  studies  needed  for  program  development. 

In  FY  1985,  FBMA  will  investigate  ways  of  reducing  the 
estimated  funding  level  of  the  maintenance  program  and  will 
perform  an  analysis  of  the  projected  development  of  all 
Regular  program  communities.   This  analysis,  similar  to  the 
one  conducted  by  the  demographic  survey  of  the  unstudied 
communities,  will  estimate  future  property-at-risk  and  rank 
the  Regular  Program  communities  on  the  basis  of  their 
expected  future  development.   To  aid  FEMA  in  determining 
whether  a  restudy  of  the  community  is  warranted,  a 
benefit/cost  approach  will  also  be  undertaken.   FEMA  will 
also  explore  cost-sharing  mechanisms  with  state  and  local 
entities  for  restudies  and  will  examine  the  feasibility  of 
assessing  fees  for  certain  kinds  of  map  revisions  and  letters 
of  map  revision/amendment.   These  analyses  will  facilitate 
PBMA's  long-range  planning  for  implementing  the  maintenance 
program,  and  determine  much  more  precisely  its  cost  to  the 
general  taxpayer. 
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In  summary,  the  need  for  assessment  of  flood  risks  is  an 

on-going  one.   This  Nation  is  dynamic  in  its  population 

movement,  its  watersheds,  its  floodplains  and  its  technology 

All  these  changes  will  generate  a  need  for  expanded  new  and  revised 

flood  hazard  data  which  must  be  satisfied  to  maintain  a  viable 

NFIP. 

VII •   Recommendat  ions 

FGMA  recommends  the  Risk  Studies  Completion  and  Pull  Program  Status 
Plan  described  under  Option  2  in  Section  V  of  this  report.   Through 
this  Plan  and  associated  funding  levels  as  outlined  at  Figure  3, 
the  Congressional  mandate  to  provide  flood  risk  data  to  all 
communities  with  significant  flood  hazards  and  loss  potential  will 
be  accomplished  by  the  end  of  FY  1990.   The  extensive  analyses 
performed  by  FGMA  assure  that  the  communities  selected  for  study 
are  those  where  floodplain  development  is  anticipated  and  where  the 
benefit/cost  ratio  of  conducting  the  study  is  positive.   These 
studies  will  be  initiated  during  FY  1986  and  1987  and  completed 
before  the  end  of  FY  1990*   Communities  receiving  studies  will  be 
required  to  utilize  the  flood  risk  data  provided  by  PEMA  to 
properly  manage  new  construction  in  the  floodplain.   It  is 
primarily  through  the  economic  incentive  of  reduced  flood  insurance 
premiums  and  through  the  provision  of  information  on  flood 
elevations  and  floodway  data,  developed  in  a  flood  insurance  study, 
that  effective  floodplain  management  occurs.   Adequate  assessment 
of  flood  risks  encourages  wise  use  of  floodplains  which  will  result 
in  reduction  of  total  flood  losses.  Federal  subsidies  and  the 
personal  hardship  and  suffering  associated  with  flood  losses. 

Under  this  option  the  Emergency  Program  would  be  extended  until 
September  30,  1990,  when  all  initial  studies  and  the  associated 
statutory  due  process  requirements  are  completed.   This  %rould 
assure  the  preservation  of  the  NFIP's  basic  tenet  to  provide 
insurance  benefits  in  return  for  enforcement  of  local  floodplain 
management  measures. 

In  summary,  the  Risk  Studies  Completion  and  Pull  Program  Status 
Plan  presented  herein  is  intended  to  form  the  basis  for  converting 
all  floodprone  communities  to  the  Regular  program  in  a 
cost-effective  manner  and  for  maintaining  the  vitality  of  the  NFIP 
through  timely  and  objective  methods  for  updating  the  existing 
flood  insurance  maps  and  studies.   It  is  a  realistic,  objective 
and,  at  the  same  time,  challenging  plan  for  fulfilling  the 
Congressional  mandate  to  provide  flood  hazard  information  to  all 
identified  floodprone  communities.   FGMA  is  committed  to  applying 
staff  and  resources  necessary  to  completing  this  plan.   Through 
these  intensive  efforts,  significant  progress  will  be  made  in 
protecting  lives  and  property  from  devastating  floods  and  in 
reducing  outlays  for  future  flood  damages. 
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Appendix  A 


SELECTED  BIBLIOGRAPHY  OF  BENEFIT/COST  ANALYSES 
OF  THE  NATIONAL  FLOOD  INSURANCE  PROGRAM 


A  unified  National  program  for  Managing  Flood  Losses  (House 

Document  465;  B9th  Congress,  2nd  Session)  Report  of  the  Task 
Force  on  Federal  Flood  Control  policy,  Washington  D.C.r 
August  1966. 

An  Economic  Impact  Analysis  of  the  National  Flood  insurance 

program.  Federal  insurance  Admmistrationr  Department  of 
Housing  and  Urban  Development,  Washington  D.C.,  January  1976 • 

Estimated  Flood  Damages  1975-2000,  Appendix  B,  Nationwide  Analysis 
Report,  U.S.  Water  Resources  Council,  Washington  D.C.,  1977, 

History  of  Federal  Expenditures  on  Pre-  and  Post-Disaster 

Assistance  Relating  to  Property  Acquisition,  A  draft  Report, 
Abeles,  Schwartz  and  Associates,  New  York,  New  York, 
March  1978. 

Evaluation  of  the  Economic,  Social  and  Environmental  Effects  of 

Floodplain  Regulations.  Federal  Emergency  Management  Agency, 
Washington  D.C.,  March  1981. 

The  Federal  Emergency  Management  Agency's  National  Flood  insurance 
Program,  A  Background  Report  Prepared  for  the  President's 
Commission  on  Housing,  Federal  Emergency  Management  Agency, 
Washington  D.C.,  November  1981 

"The  Decision  -  A  Benefit/Cost  Analysis",  Federal  Emergency 
Management  Agency,  Washington  D.C.',  September  1982. 

"Review  of  Flood  insurance  Studies  program",  A  memorandum  report. 
Federal  Emergency  Management  Agency,  Washington  D.C,  October 
1983. 
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Appendix  R 

GLOSSARY  OP  TERMS 

Base  Flood  -  A  base  flood  (100-year  flood)  is  described  as  that 
flooding  event  which  has  one  chance  in  100  of  being  equaled  or 
exceeded  in  any  one-year  period. 

Base  Flood  Elevation  (BFE)  -  The  water-surface  elevation  of  the 
base  flood  in  feet  above  the  National  Geodetic  vertical  Datun  of 
19  29  at  a  specific  point  along  a  stream,  river,  or  coastline. 

Flood  Boundary  Floodway  Map  (FBFM)  -  The  FBPM  is  a  map  issued  to  a 
community  upon  completion  of  a  detail  flood  insurance  study  which 
depicts  the  limits  of  the  100-year  floodplain  and  floodway  in 
addition  to  detailed  engineering  data  such  as  the  location  of  cross 
sections  and  elevation  reference  marks.   It  is  used  by  a  eoMiunity 
in  conjunction  with  the  FIRM  in  the  enforcement  and  application  of 
the  community's  floodplain  management  program. 

Flood  Hazard  Boundary  Map  (FHBM)  -  The  FHBN  is  issued  to  a 
community  based  upon  the  best  available  existing  data  or  new 
approximate  analyses.   It  identifies  approximately  the  flood  hasard 
areas  in  a  community.   The  FHBM  is  used  in  the  emergency  Program 
phase  of  the  National  Flood  insurance  Program  (NPIP)  for  flood 
insurance  and  floodplain  management  purposes. 

Flood  Insurance  Rate  Map  (FIRM)  -  A  FIRM  is  normally  Issued  to  a 
community  following  a  Flood  Insurance  Study  (PIS)  and  delineates 
100-year  and  500-year  flood  boundaries,  base  flood  elevations  and 
risk  zones  determined  by  a  detailed  engineering  study.  After  the 
effective  date  of  the  FIRM,  the  community  enforces  comprehensive 
floodplain  management  ordinances  which  comply  with  the  Regular 
Program  requirements  of  the  NFIP  and  actuarial  rates  for  flood 
insurance  are  applied  to  new  and  substantially  improved  structures. 

Floodway  -  PBMA  requires  the  community  to  designate  a  part  of  the 
floodplain  as  a  "regulatory  floodway"  to  prevent  future  increases 
in  the  flood  hazard.   This  floodway  includes  the  channel  of  a  river 
or  stream  and  the  adjacent  floodplain  that  must  be  reserved  to 
discharge  the  base  flood  without  cumulatively  increasing  the 
water-surface  elevation  more  than  one  foot  at  any  point.   Sone 
state  standards  specify  smaller  allowable  increases.  Within  the 
"regulatory  floodway"  a  community  must  prohibit  all  actions  which 
would  increase  flooding  levels. 

Special  Flood  Hazard  Area  (SPHA)  -  The  SPHA  is  the  floodplain 
within  a  community  having  a  one-percent  or  greater  chance  of 
flooding  in  any  given  year. 
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Detailed  Bene£it/0o8t  Analysis  Computations 

General,   it  is  desired  that  the  quant leicat ion  of  the  benefits  of 
a  flood  risk  study  withstand  the  rigors  of  a  close  scrutiny  of  the 
assumptions  of  the  "unforeseen  alternative"  (e.g.,  how  developsient 
will  be  sited  in  a  community  in  the  absence  of  a  flood  risk 
study).   An  additional  constraint  was  that  the  analysis  be  based 
on  data  that  is  readily  attainable  and  accessible.  Otherwise 
obtaining  all  the  data  necessary  to  perform  a  thorough  and 
complete  analysis  of  the  benefit/cost  relationship  for  an 
individual  community  would  likely  cost  as  much  &s   the  cowunity*s 
flood  insurance  study  itself.  At  the  same  time,  the  analytic 
methods  utilized  should  be  at  a  level  of  sophistication  and 
technical  detail  commensurate  with  the  limitations  imposed  by  the 
necessary  assumptions  and  available  data. 

For  these  reasons,  it  was  necessary  to  limit  the  quantification  of 
benefits  to  those  that  could  be  presented  in  a  straight  forward 
manner  and  to  make  assumptions  that  simplify  the  mathetnatical 
computations.   Thus  the  analysis  is  limited  to  the  average  annual 
flood  damage  reduction  attainable  when  a  flood  risk  study  is 
completed  and  provides  data  to  local  officials  whereby  they  can 
require  that  all  new  construction  is  built  at  least  at  the 
elevation  of  the  100-year  flood. 

A  flood  risk  study  also  provides  data  which  results  in  other 
benefits  such  as  reduced  disaster  aid  expenditures,  reduced 
casualty  loss  deductions  on  incosM  tax  revenues  and  secondary 
usage  of  the  flood  study  data  by  other  Federal,  state  and  local 
govenments  for  other  purposes.   Floodplaln  management  programs 
based  on  such  data  will  also  prevent  productivity  losses  such  as 
employment  income,  business  revenues  and  tax  revenues  which  occur 
when  commercial  and  industrial  structures  dre  flooded*  These 
additional  benefits  though,  substantial  were  not  considered  in 
this  analysis  because  their  relationship  to  the  flood  risk  study 
data  is  not  as  direct  as  the  average  annual  flood  damage 
reductions  nor  is  it  as  easily  established. 

Siroiliarly,  some  assumptions  were  made  to  simplify  the 
mathematical  computations  which  discounted  the  future  %forth  of  the 
average  annual  flood  damage  reductions  to  their  present  %rorth  so 
that  a  comparison  could  be  made  with  the  cost  of  the  flood  risk 
studies  which  produce  these  benefits.  These  simplifications  are 
that  study  costs,  stody  completions,  community  conversions  to  the 
Regular  program,  implementation  of  floodplain  management  measures 
and  floodplain  development  are  assumed  to  occur  in  the  first  year 
of  the  analysis. 
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Assessment  of  Benefits.   Since  the  inception  of  the  NPIP,  the 
Federal  insurance  Administration  has  maintained  a  data  base  on 
flood  losses  from  which  empirical  relationships  can  be  drawn. 
These  include  the  average  frequencies  and  depths  of  flooding  as 
well  as  the  average  annual  damages  caused  by  various  combinations 
of  depths  and  frequency.   Information  extracted  from  this  data 
base  suggests  that  in  the  absence  of  a  flood  insurance  study*  and 
in  an  unmanaged  floodplain,  property  owners  experience  losses 
corresponding  to  that  expected  for  structures  located  at 
approximately  the  level  of  the  35-year  flood.   The  35-year  flood 
event  is  the  level  of  flooding  that  is  statistically  expected  to 
occur  once  on  the  average  every  35  years  or  with  a  2.9  percent 
chance  in  any  given  year. 

There  are  many  requirements  which  a  community  in  the  Regular 
program  must  fulfill  in  complying  with  the  minimum  standards  for 
floodplain  management  to  maintain  its  continued  eligibility  for 
Federal  flood  insurance  coverage.   Chief  among  these  requirements 
is  that  all  new  or  substantially  improved  properties  to  be  sited 
in  the  100-year  floodplain  be  built  to,  or  above  the  elevation  of 
the  100-year  flood.   The  100-year  flood  is  that  event  which  has  a 
one  percent  chance  of  being  equalled  or  exceeded  in  any  given 
year. 

Knowing  the  depth-damage  relationship  for  a  structure  and  the 
depth-frequency  relationship  for  floods  at  the  site  of  the 
structure  permits  the  calculation  of  expected  average  annual 
damages  from  flood  events.   The  difference  between  the  average 
annual  damages  at  the  35-year  flood  and  the  100-year  flood  is  the 
benefit  attainable  when  new  structures  are  elevated  to  the 
100-year  flood  level  as  the  result  of  the  data  provided  by  a 
completed  flood  insurance  study.   The  single  benefit  quantified  by 
this  analysis  is  visually  portrayed  by  Figure  6.  Very  simply  put, 
the  analysis  which  follows  is  based  on  the  difference  between 
expected  annual  damages  for  the  35-year  flood  level  and  the 
100-year  flood  level.   As  might  be  expected,  separate  depth-damage 
relationships  exist  for  structures  and  their  contents.   Thus, 
there  are  separate  benefits  for  structures  and  for  contents  which 
are  considered  in  this  analysis. 

Some  assumptions  must  be  made  to  typify  the  kind  of  development 
expected  to  occur  in  the  future.   This  analysis  assumes  that 
future  floodplain  development  is  best  represented  by  a  single 
family  home  built  slab-on-grade  with  an  expected  life  of  50 
years.   It  also  assumes  that  its  value  is  $60,000  (the  average 
price  of  a  new  home  in  the  United  States,  exclusive  of  land,  in 
1984  is  $66,000)  and  that  it  will  contain  $20,000  in  contents 
which  will  be  located  on  the  ground  floor. 
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It  is  evident  that  the  value  of  the  structure  relative  to  the 
value  of  the  contents  is  three  to  one,  a  fact  that  will  be  used 
subsequently  to  compute  the  average  annual  damage  reductions. 

Based  on  these  assumptions  regarding  the  nature  and  siting  of  a 
"typical"  floodplain  structure,  and  the  average  annual  depth 
damage  frequency  data  maintained  by  the  FlAr  the  average  annual 
flood  damage  reductions  for  structures  and  contents  can  be 
computed  as  follows: 

Average  Annual  Damage 
(Cents  per  Dollar  value) 

35-Year  Flood     100-Year  Flood 

Structure  0.408  0.142 

Contents  0.344  0.118 

Average  Annual  Damage  Reduction 
(Cents  per  Dollar  Value) 

Structure  0.408-0.142  =     0.266 

Contents  0.344-0.118  =     0.226 

TO  obtain  a  combined  average,  the  average  annual  damage  reduction 
for  the  structure  and  its  contents  must  be  weighted  by  the  ratio 
of  their  respective  value  as  follows: 

Combined  Average  Annual  Damage  Reduction   =  3(0.266)-*-(0.226) 

3+1 

Combined  Average  Annual  Damage  Reduction  =    0.256  cents  per 

dollar  per  year 

This  combined  average  annual  loss  reduction  can  be  considered  as 
the  benefit  from  making  flood  insurance  study  data  available  to 
support  local  floodplain  management  measures  which,  at  a  minimum, 
require  new  construction  to  be  elevated  or  flood  proofed  to  the 
100-year  flood  level.   Assuming  a  50-year  life  of  a  structure, 
this  annual  benefit  corresponds  to  12.8  cents  per  dollar  of 
floodplain  construction  over  the  life  of  the  structure.   Applying 
this  figure  to  the  S13  billion  of  expected  new  development  in  the 
Nation's  floodplains  over  the  next  15  years  suggests  that  if  all 
such  floodplains  were  studied,  the  potential  reduction  in 
nationwide  flood  losses  would  have  a  future  (undiscounted)  worth 
of  $1.7  billion. 
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Although  the  above  value  of  12.8  cents  per  dollar  of  floodplain 
development  provides  an  estimate  of  the  total  future  %rorth  of  the 
benefit  of  studying  the  remaining  developing  floodplains,  standard 
economic  analysis  requires  that  future  benefits  be  discounted  to 
their  present  worth  so  as  to  provide  a  basis  for  conparison 
bet%^en  the  benefits  and  the  costs  of  obtaining  the  benefits.   A 
discount  factor  of  10  percent  as  specified  by  ONB  circular  A-94  ii 
used  in  the  analysis  described  below. 

The  present  worth  of  benefits  occurring  in  future  years  is  the  sua 
of  the  discounted  benefit  in  each  year  from  the  present  year  to 
the  furthest  year  in  which  benefits  accrue.  The  present  worth 
( PW)  of  any  future  year  benefit  is  computed  as  follows: 

PW  ■  Benefit 

(1+  Discount  Factor)^ 

Since  the  discount  factor  is  10  percent  and  i  ■  the  number  of 
years  into  the  future  that  the  benefit  is  being  considered*  This 
equation  may  be  rewritten  as: 

PW  >  Benefit 
(l.lO)I 

Thus  the  total  present  worth  (TPW)  of  all  future  benefits  due  to 
average  annual  flood  damage  reductions  over  a  50-year  structure 
life  is  equal  to: 

TPW  -  X^        Benefit 
(l.lO)l 


TPW   

Combined  Average  Annual  Damage  Reduction 

(lTlrt5T  


Where: 

i  »  1  to  50,  the  number  of  years  of  benefit  which  equals  the 

life  of  the  structures  built  in  the  floodplaln 

Since  the  Combined  Average  Annual  Damage  Reduction  was  previously 
determined  to  be  0.256  cents  per  dollar  per  year,  the  above 
expression  can  be  worked  out  as  follows: 
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TPW  -  V^  0*256. 


TPW  -  0,256  +  0,256 


+  •••  +  0>256 


TPW  >  2.54  cents  per  dollar 

Thus  the  total  present  worth  of  the  single  benefit  quantified  h¥ 
this  analysis  is  2.54  cents  per  dollar  of  future  oonstruotiOA  tMt 
would  have  been  unwisely  sited  in  the  floodplain  in  the  AbMlMi  Of 
a  flood  risk  study.  This  benefit  is  conpared  with  the  ooet  Of 
flood  risk  studies  and  the  level  of  development  expeot  to  OOOUf  111 
each  of  the  unstudied  floodplains  to  determine  the  iNHilber  Of 
coMiunlties  that  warrant  a  flood  risk  study  and  whioh  of  three 
types  of  study  should  be  performed.  It  is  ooneidered  ooet 
effective  to  study  a  community  when  the  benefite  of  doing  tlie 
study  exceeds  its  costs  as  described  below. 

Costs.  The  computation  of  the  costs  of  flood  risk  etildioe  ie 
obtainable  from  historic  data  maintained  by  the  federel  fneereneo 
j^dninistration.  presently  there  are  three  typee  of  neir  flood  fiOfc 
studies  which  have  an  assumed  estimated  eireregpe  life  Of  1§  fO#M# 
These  are:   full  detail  study,  limited  detail  study  end  Oilfeifmi 
data  study  which  have  associated  coete  of  fO^/MO/  fX7/IOO  OMl 
$21,300,  respectively «  These  average  study  oeete  inelude 
estinates  of  all  incidental  coete  such  ae  those  for  rorloi^/ 
cartographies,  printing  ^nA   distribution^ 

Benefit/Cost  Ratio.  Three  components  are  broogM  togeefkor  In 
determining  the  ratio  of  benof  ite  to  coeti  the  bonef  It  d€  O  t36&$ 
risk  study  discounted  over  the  life  of  e  flood^lein  etrootmro 
(i.e.,  2.54  cents  per  dotist  of  future  develoemonOi  em4imo€e#  etf 
the  future  property-a^^risk  in  the  unetudlOd  floodlp^lolnm  otf 
individual  comaunities  for  the  IS  f^mt   poriod  from  IMd  to  IMi» 
from  the  demographic  survey;  9i\a,   dlO  «e<ermoe  OOOtO  0#  CM  tHiMm 
different  types  of  flood  risk  scudieo  MldK  h#»fe  m%  Jtfemmnf 
average  life  of  IS  years.. 

The  analysis  U  performed  by  evaminlno  C*^  bOrtOf if/OOOf  Ci/(^> 
relationship  for  each  of  tho  dOmmufliCiOm  inoiudM  M*  €ll# 
demographic  survey  and   aueignin^  «  efud/  C/pO  iHl4dH^  den  bO 
supported  by  a  ft/C  ratio  e(|utfl  CO  or  oromt^f  fhen^  ono  a#  ^dlJfOMH 
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Benefit  >  1,  Where: 
cost 

Benefit  »  $0.0254  x  (Future  property-at-risk  in  dollars) 

SUBSTITUTING  BACK  INTO  THE  FIRST  EXPRESSION  YIELDS 

$0.0254  (Future  property-at-risk)  >  1 
Cost 

REARRANGING  TERNS  YIELDS 

Cost     <  Future  property-at-risk 
$0.0254 

"Cost"  is  the  average  cost  of  a  flood  risk  study.   By  substituting 
the  various  values  for  the  three  types  of  studies,  the  minimuni 
thresholds  of  future  property-at-risk  required  to  cause  the 
benefit/cost  relationship  to  be  positive  (equal  or  exceed  one)  can 
be  calculated. 

For  Full  Detail  Studies; 


$83,500  <  Future  property-at-risk 
$0.0254 


Thus,  future  property-at-risk  roust  exceed  $3.29  million  to  support 
a  full  detail  study. 

For  Limited  Detail  Studies; 

$27,300  <   Future  property-at-risk 
$0.0254 

Thus,  future  property-at-risk  must  exceed  $1,07  million  to  support 
a  limited  detail  study. 

For  Existing  Data  Studies; 

$21,300  <  Future  property-at-risk 
$0.0254 

Thus,  future  property-at-risk  must  exceed  $839,000  to  support  an 
existing  data  study. 

Given  these  relationships  and  the  philosophy  that  certain  minimum 
levels  of  future  floodplain  development  are  required  before  the 
costs  of  a  certain  type  of  study  are  justified,  the 
decision-making  can  be  systematized  as  follows: 
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Decision 

New  Detail  Study 
Limited  Detail  Study 
Existing  Data  Study 
Special  Conversion 
(NO  Study) 
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Future  property-at-rlsk 

If  greater  than  $3.29  million 

l£  between  $1.07  and  $3.29  million 

If  between  $839,000  and  $1.07  million 

If  less  than  $839,000 


The  systematized  decision-making  procedure  for  determining  which 
study  type  is  the  most  cost-effective  action  was  used  to  establish 
the  number  of  communities  to  be  studied  by  the  various  study 
types,  or  specially  converted,  as  described  in  Section  IV  of  this 
Plan. 
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FIGURES 


STUDIES  COMPLETION  PLAN 

FUNDING  LEVELS 
(THOUSANDS  OF  DOLLARS) 


FY  1984     FY  1985    FY  1988'87  FY  1 

"PIPEUNE"  COSTS 

FUNDS  REQUIRED  TO 

COMPLETE  STUDIES  AND 

CONVERSION  ACTIONS 

BEGUN  PRIOR  TO  FY  1886  82S.786      8    1,988 

STUDIES  COMPLETION 
COSTS  (FY  88-8(» 


FUNDS  REQUIRED  TO 
INmATE  AND  COMPLETE  THE 
REMAINING  4.488  COST- 
EFFECTIVE  STUDIES  AND 
CONVERSION  ACTIONS  848,881      8  18,148 

MAINTENANCE  COSTS 
(FY88«» 


FUNDS  REQUIRED  TO  KEEP 
COMPLETED  STUDIES  UP 
TO  DATE  BY  INITIATING 
RESTUDIES,  MAP  REVI- 
SIONS AND  LETTERS  OF 
MAP  REVISION/AMMEND- 
MENT  837.667      8  88,877 


TOTAL  COSTS  848,762      837,362      8112,388      8126,118 

NOTE: 

CMtt  rvporttd  for  FY  1886  through  FY  1880  ara  tMitathv  MtimatM  Mib|Ml  to 
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FIGURE  6 


QUANTIFIABLE  BENEFIT  OF 
A  FLOOD  INSURANCE  STUDY 


FIGURE  1 -ASSUMPTION  OF  BENEFIT/COST  ANALYSIS- 
ALL  UNREGULATED  DEVELOPMENT,  BUILT  TO  3S-YEAR 
FLOOD  LEVEL. 


B-ThTFCWBtSvlL 


FIGURE  2-BENEFIT  OF  A  FLOOD  INSURANCE  STUDY- 
FLOOD  LOSS  REDUCTIONS  ACHIEVABLE  BY  BUILDING 
AT  100-YEAR  FLOOD  LEVEL. 
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CITY    OF    BUENA    PARK 


OFFICC  Of  THE  MAVOA 

March  6,    1985 

Congressman  Henry  Gonzales 
U.S.  House  of  Representatives 
LHOB  2413 
Washington,  D.C.  20515 

Cn  my  capacity  as  the  Chairman  of  the  City  of  Buena  Park's 
Redevelopment  Agency  and  as  Mayor  of  the  City,  I  am  concerned 
over  the  1986  Budget  Deficit  Reduction  Proposal.   Your  contin- 
ued Federal  support  for  Housing  and  Community  Development 
efforts,  specifically  the  new  HUD  administered  Rental  Housing 
Rehabilitation  Program  is  petitioned. 

A  great  deal  of  time,  money,  and  effort  has  been  expended  by 
HUD  and  the  Nation's  Housing  and  Redevelopment  Community  to 
launch  the  new  Rental  Rehab  Program.   To  discontinue  Federal 
support  ifould  be  to  waste  this  Nationwide  effort  without 
experiencing  the  full  benefits  that  the  program  was  intended 
to  yield.  As  with  all  community  development  efforts,  the 
Rental  Rehabilitation  Program  creates  new  private  sector  job 
opportunities  while  enhemcing  the  local  urban  economy.   The 
program  provides  new  and  improved  living  conditions  for  low 
and   middle  class  citizens  that  otherwise  would  be  unable  to 
afford  decent  housing.   The  program  will  uplift,  restore,  and 
in  general  beautify  our  Nation's  urban  communities. 

I,  therefore,  request  your  strong  support  of  the  Rental  Housing 
Rehabilitation  Program  as  well  as  other  community  development 
programs  that  have  done  so  much  for  our  Nation. 

Respectfully  submitted. 


ly^  Jaroe 


Mayyr  James  Jarrell 
J  J :  aw 


6650  BEACH  BOULEVARD.  P.O.  BOX  5009.  BUENA  PARK.  CA  90622  •  (714)  521-9900 
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^^CITY  OF   CORNING 

«,SE  M.   STRAHCES  6^        NEW    YORK 

Cmr  CLERK  VC^fHCE  OF  THE  OTY  CIEWC  **^     •^ 

^"-'awaNa  NEW  YOWC  14.30  „.^^   j^,    „„ 

ChalrB«n,  House  Housing  &  Drbany/ 
Developaent  Cohb.  y^ 

Fernando  StGeraaln  ^ 

2108  Rayburn  House  Office  Bldg. 
Washington,  D.C.   20515 

Dear  Mr.  StGeraaln: 

On  March  4,  1985,  the  Comtaa   Council  of  the  City  of  Coming,  State  of  Nev  York, 
passed  the  following  resolution: 

BY  ALDBRMAM  JOHN  MARMUSCAK 

RESOLVED:  WHEREAS,  one  of  the  basic  functions  of  goven— nt  is  the  assistance  of 

people  who  cannot  assist  theaselves,  and 

WHEREAS,  it  Is  only  with  Federal  assistance  that  local  govema»nts  provide  housing 

for  lov-inccoe  people  and  at  the  saae  tiae,  encourage  developaent  that  provides  the 

Jobe  for  people,  and 

WHEREAS,  proposals  have  been  aade  at  the  Federal  level  which  would  seriouely  curtail 

activities  in  housing  and  cooBunity  developasnt  fields  of  endeavor. 

NOW,  THEREFORE  BE  IT  RESOLVED,  that  the  Ca—an  Council  of  the  City  of  Coming  herewith 

and  hereby  acknowledges  the  oontributlons  of  the  Fedsral  low-lncoae  housing  prograa 

and  the  Federal  cooBunity  dswrelnp—nt  prograa  to  the  health  and  well-being  of  this 

ooaaunity,  and 

FURTHER  RESOLVES,  to  petition  the  Congress  via  this  resolution,  to  continue  these 

programs  for  the  benefit  of  the  cltisens  of  Hew  York  State. 

SECQNIED  BY  ALDBIMAN  FRANCIS  FRAWLEY 

As  City  Clerk  of  the  City  of  Coming,  State  of  Mew  York,  I  reaain; 

Very  txvly  yours, 

■oee  N.  Stranges 
RMS/op  City  Clerk 

cc:  Robert  Dole 

Robert  Packwood 

Jack  Gam 

Senator  D*Aaato 

Senator  Moynlhan 

David  Stocknan 

Saauel  Pierce 

Stanley  Lundine 

Robert  Michel 

Dan  Rostenkowskl 

Congressman  Saauel  Stratton 
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CITY  OF"    F^LORESVILLE 

Post    Offie*    Box    845.    Flor«svilU.  Toxss    78114 


March  1.    1985 


Honorable  Henry  B.  Gonzales 
2413  Rayburn  House  Bidg 
Washington,  D.C.  20515 


Sir. 

Please  find  enclosed  a  resolution  concerning  the  officials,  of  the 
City  of  Floresville,  position  on  the  proposed  cuts  in  Federal  Aid  to 
Texas  Cities.  Your  assistance  in  preserving  these  programs  will  be 
greatly  appreciated. 

Sincerely, 


Roy  G.  Sanchez 
Mayor 
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A  RESOLUTION 


WHEREAS,  the  federal  Office  of  Hanaganent  and  Budget  Is 
proposing  severe  cuts  or  total  elimination  of  programs  and  agencies 
Important  to  local  governments;  and 

WHEREAS,  these  programs  and  agencies.  Including  Community 
Development  Block  Grants  (CDBG) ,  Urban  Development  Action  Grants 
(UDAG) ,  assisted  housing  programs,  i^stewater  treatment  grants, 
low- Income  energy  assistance  and  weather  I zat Ion  and  others,  have 
provided  much-needed  assistance  to  local  governments  In  the  vital 
areas  of  housing,  community  Infrastructure  and  economic  development; 

NOW,  THEREFORE.  BE  IT  RESOLVED  BY  THE  CITY  COUNCIL  OF  THE 
CITY  OF  FLORESVILLE  that  these  programs  and  agencies  are  crucial 
to  local  efforts  to  maintain  and  Improve  the  quality  of  life  for  all 
citizens; 

AND  BE  IT  FURTHER  RESOLVED  that  our  concern  over  the  continuing 
viability  of  these  Important  urban  programs  and  agencies  be  comiiunlcatad 
to  our  elected  representatives  In  Washington,  D.C.;  and  that  Me  Mork 
together  with  other  local  governments  within  the  region  to  make 
kno%^  our  concern  In  this  vital  area. 

RESOLVED,  THIS  THE    28th      DAY  OF     February ,  19«5. 


Roy  «.  Sand 


Roy  Q.   Sanchez 
Nayor 


ATTEST: 


Barbara  Brown 
City  Secretary 


Gary  W.  Af   ' 
City  At^rr 


hank 
forney 


/- 
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GREENVILLE  HOUSING  AUTHORITY 

P  O  BOXNBB   1049 
?144S6>«m       2880 
GREENVILLE.  TEXAS  75401 


Harch  a,  1985 


The  Honorable  Henry  B.  Gonzales 
House  of  Representatives 
Rayburn  House  Office  Building 
Room  2413 
Washington.  D.C.  20510 


Dear  Mr.  Gonzales: 


The  Greenville  Housing  Authority  Board  would  like  to  express 
its  grave  concern  with  the  current  Administration's  budget 
proposals,  as  they  pertain  to  assisted  housing  and  community 
development. 

Assisted  housing  programs  have  been  subjected  to  a  sixty 
eight  percent  (68%)  reduction  from  fiscal  year  1981  to  1985. 
In  comparison  to  other  domestic  programs,  assisted  housing 
programs  have  given  their  "fair  share*  in  prior  budgets. 

The  enclosed  Resolution  was  passed  by  the  Greenville  Housing 
Authority  Board  and  contains  many  important  statements  con- 
cerning the  City  of  Greenville.  Three  (3)  are  major  concerns 
of  the  Housing  Authority  Board.  These  are  the  continued 
funding  of  the  Section  8  Existing  Rental  Assistance  Program, 
the  method  of  calculation  for  the  administration  fee  of  the 
Section  8  Program  and  the  contract  term  for  the  Section  8 
Program. 

The  proposed  moratorium  on  funding  of  the  Section  8  Existing 
Program,  in  fiscal  years  1986  and  1987,  will  eliminate  pos- 
sible assistance  for  2,200  Greenville,  Texas  residents,  iden- 
tified as  living  below  the  poverty  level,  ( Source i  1980  Cen- 
sus, Person  below  75%  of  poverty  level),  and  will  not  allow 
assistance  for  the  one  hundred  (100)  qualified  residents 
on  the  Housing  Authority's  waiting  list  at  the  present  time. 

The  current  level  of  funding  versus  the  area's  need  can  be 
easily  verified  through  the  Ft.  Worth  Regional  Office  of 
the  U.S.  Department  of  Housing  and  Urban  Development.  The 
Regional  office  is  currently  evaluating  proposals  for  what 
limited  funds  are  available  and  would  have  very  current  nxim- 
bers  of  families  in  need  of  assistance. 

The  Greenville  Housing  Authority  also  protests  a  reduction 
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in  allowable  administrative  revenue  for  the  operation  of 
the  Section  8  Existing  Program.  No  regulation  change  or 
proposed  regulation  change  has  lessened  the  adninistrative 
demands  on  a  Housing  Authority.  Present  funding  levels  have 
allowed  the  Greenville  Housing  Authority*  under  managesMnt 
and  financial  reviews  conducted  by  HUD,  to  meet  all  contract 
requirements.  Less  administrative  money  will  not  create 
more  efficient  administration  of  the  program  and  could  gen- 
erate understaffing  due  to  lack  of  funds. 

Finally,  the  funding  of  the  Annual  Contributions  Contracts 
for  five  year  terms  instead  of  the  allowable  fifteen  (15) 
creates  unnecessary  and  restrictive  limitations  on  the  Green- 
ville Housing  Authority. 

The  program,  as  endorsed  by  Congress,  is  providing  decent 
and  safe  housing  to  very  low  income  families.  The  coopera- 
tive efforts  between  the  Housing  Authority,  tenant  and  pro- 
perty owner  have  stabilized  housing  conditions  in  Greenville. 
There  is  no  reason,  other  than  to  allow  the  Program  to  become 
a  political  football,  to  restrict  funding  contracts  to  five 
(5)  year  terms. 

In  summary,  the  Greenville  Housing  Authority  strongly  urges 
and  supports  the  funding  of  50,000  Certificates  for  the  Sec- 
tion 8  Existing  Program  in  fiscal  year  1986.  The  Greenville 
Housing  Authority  also  advocates  the  calculation  of  admini- 
strative fees  under  the  present  method  and  contractual  com- 
mitments by  HUO  for  fifteen  (15)  years  under  the  Section 
8  Existing  Annual  Contributions  Contract. 

As  stated  previously,  the  enclosed  Resolution  has  been  adopt- 
ed by  the  Greenville  Housing  Authority  and  represents  the 
statement  of  their  position  on  the  many  issues  as  they  relate 
to  assisted  housing  program  and  community  development. 


Sincerely 


Price 
Chairman 
Greenville  Housing  Authority  Board 

mh 
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RBSOLDTIOII 

HHKRBA8,  it  has  b«en  deterained  that  it  is  in  the  public 
intarast  that  tha  claaranca,  raplanning  and  reconstruction  of  the  areas 
in  which  insanitary  or  unsafe  housing  conditions  be  undertaken  and 
tha  providing  of  safe  and  sanitary  dwelling  acconodations  for  persons 
of  low  incoae  are  public  uses  and  purposed  for  which  public  money  may 
be  spent;  and 

WHEREAS,  the  Greenville  Housing  Authority  is  a  duly  authorised 
public  body  corporate  and  politic  of  the  City  of  Greenville,  Texas i 
and 

WHEREAS,  the  Greenville  Housing  Authority  is  opposed  tot 

-  The  proposed  t«ro  year  noratoriuM  on  assisted  housing  funds 
for  Section  8  Existing  and  Moderate  Rehabilitation  Housing 
Programs . 

-  The  proposed  reduction  by  10%  of  Public  Housing  Adminis- 
trative fees  and  elimination  of  Fair  Market  Rent  increases 
for  one  year. 

-  The  funding  of  additional  Voucher-Certificates  until  full 
evaluation  of  the  Demonstration  Program  is  completed. 

-  The  proposed  reduction  of  Community  Development  Block  Grant 
Program  funding  to  $3.1  billion. 

-  The  proposed  elimination  of  general  revenue  sharing. 

-  The  proposed  elimination  of  funding  of  financial  assistance 
programs  of  the  Small  Business  Administration. 

-  The  proposed  elimination  of  Farmers  Home  Administration 
Rural  Housing  Program. 

-  The  proposed  elimination  of  funding  for  the  Urban  Develop- 
ment Action  Grant  Program. 

-  The  proposed  elimination  of  funding  for  tha  Rental  Reha- 
bilitation Grant  Program  for  ttfo  years. 

-  Proposed  reduction  of  public  housing  operating  subsidies 
to  $1  billion  for  FY  1986. 

-  Proposed  reduction  of  Comprehensive  Improvement  Assistance 
Program  to  allow  only  emergency  modernisation  of  $175  million. 

-  The  sale  of  existing  public  housing  stock  to  residents 
without  benefit  of  a  one  for  one  unit  replacement  to  the 
existing  stock. 

-  The  continuing  efforts  by  HUD  to  recapture  prior-year  funds 
that  were  correctly  obtained  and  effectively  spent  through 
HUD  approved  Budgets,  and 

WHEREAS,  the  Groonville  Housing  Authority  specifically  recom- 
mends the  following  active  considoration  by  Congress  and  the  Adminis- 
trations 


Digitized  by  VjOOQIC 


3272 


-  The  funding  of  Section  8  Existing  and  Noderate  Rehabilita- 
tion Programs  to  support  50.000  certificates  for  PY  19S6. 

-  The  continuing  funding  of  the  adainistration  fee  for  the 
Section  8  Progran  at  the  current  level  and  aethod. 

-  The  continued  annual  review  and,  if  necessary,  increase 
in  Fair  Market  Rents  for  Section  8  Prograa. 

-  The  funding  of  the  Comaiunity  Block  DevelopsMnt  Grant  Pro- 
gran  at  4.262  billion  for  PY  1986. 

-  The  continued  funding  of  general  revenue  sharing  at  PY 
1985  level. 

-  The  continued  funding  of  financial  assistance  prograas 
for  the  Saall  Business  Administration. 

-  The  continued  funding  of  the  Paraer*s  Hosm  Adainistration 
Rural  Housing  Programs  and  non-consolidation  of  rural  hous- 
ing programs  under  HUD. 

-  The  continued  funding  of  the  Rental  Rehabilitation  Prograa 
at  a  level  of  $300  million  for  PY  19S6  and  PY  19S7. 

-  The  funding  of  public  housing  operating  subsidies  at  a 
level  of  $1,423  billion  for  PY  19S6. 

-  The  funding  of  the  Coaprehensive  laprovaaent  Assistance 
Program  at  $2  billion  and  establishaent  of  a  project  re- 
placeaent  reserve  systea  based  on  capital  naads. 

-  Supportive  in  concept  of  providing  hoas  ownersbip  opportu- 
nities for  low  incoae  faailies,  butopposad  to  the  resMval 
of  units  without  one  to  one  replaceaent,  prograa  iaplaaen- 
tation  without  a  reserve  fund  or  other  aeohAniaa  for  Main- 
tenance expenses  and  Housing  Authority  control  over  doter- 
aination  of  units  offered  for  sale. 

-  The  establishaent  of  ainiaua  rents  for  rasidonts  of  public 
housing. 

-  The  establishaent  of  a  aaxiaua  rent  tied  to  existing  Pair 
Market  Rents  to  allow  developsnnt  of  a  broad  rent  range  of 
residents  by  PHA 

-  Establishaent  of  an  independent  review  agency  to  doteraine 
the  effects  and  evaluate  the  Voucher- DesMnatrat ion  Prograai 
and 

WHEREAS,  the  Greenville  Housing  Authority  strongly  supports 
the  following  specific  points  of  HR  1  -Housing  Act  of  19S5"i 

-  All  references  and  rernaaiindations  for  the  oatablistaaant 
of  a  Task  Force  on  Housing  Weeds. 

-  All  direction  to  HUD  in  reference  to  tbo  Vouoter-Oaanostra- 
tion  Program. 

-  That  portion  of  the  Act  concerning  perforaanoa  standards 
for  PHA*s  and  conpliance  certification. 

-  Provisions  for  eaergency  sbalter  and  food  diatribution 
prograas  includibg  provisions  for  a  Oaannatratioo  Prograa 
to  evaluate  the  effectivaneas  of  non-profit  orgmisationa 
in  providing  housing  and  supportive  sarvicaa  for  hOMslaaa 
people. 

-  The  Comaitaent  of  HUD  for  fifteen  years  Aanoal  Contribu- 
tion Contracts  for  the  Section  S  Existing  Prograa. 

-  The  prohibition  of  recapturing  by  HOD  of  PHA  rowamaoa  froa 
investaent  incoae. 


--All  references  to  the  continuation  of  Paraar'a  Iwaa  Adain- 
istration Rural  Houaing  Prograas. 
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NOW,  THEREFORE,  BE  IT  RESOLVED  BY  THE  OREENVtLLE  MOUBtNO 
AOTHORITy  THAT I 

SECTION  1 1  The  Gr««nviII#  Housing  Authority  adopt i  thii 
resolution  and  strongly  recosnends  that  the  City  Council  of  Oreenville« 
Ttecas  also  adopt:  the  resolution. 

SECTION  2t  A  copy  of  this  resolution  shall  be  forwarded 
to  the  City  Council  of  Greenville*  Texas,  each  United  Itates  Congress- 
■an  and  United  States  Senator  who  represents  the  oitiiens  of  Oreon- 
ville. 

PASSED  AND  APPROVED  THIS  THE  27th  day  of  februsry,  1905 < 


Qdc^J^hji 


Chmitmmtt 
Greetiville  NoiioiMf  AwtlM>rlty  Board 


ATTESTS 
5^ 


Q 


^-^'^^  Secretly 
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WILLIAM  P.  TYLER 
Tuwx  Cltmc 

M  (w  Vii «!.  STATrcrm 


EILKXKNECHT 


SUFFOLK  COUNTY.  N.  Y. 
TOMTN  HALL.  ISUPl  1751 


Harch  6.   1985 


Enclosed  herewith  is  copy  of  resolution  adopted  by  the 
Town  Board  of  the  To«m  of  Isllp  on  Harch  5,  1985  acknowledging 
the  contributions  of  the  Federal  Low-Incoae  Housing  Prograa  and 
the  Federal  Cooninity  Developaent  Prograa  to  the  well  being  of 
this  cooBunity. 

Ve  urge  your  support  to  the  Town  of  I slip  petitions  to 
continue  these  pgrograas  for  the  benefit  of  the  citizens  of  the 
Town  of  Islip. 


x»  Town  Cl&k 


Wllliaa  P.  Tyler 


ToKwi  or  laup  ^_ 

WnUAM  P.  TYLER.  Town  Oerk  .-     /\OI.JF^t>* 

To^  "^  pi  / -^«  V^'i 


Honorable  Fernando  St.  CeraaiB 

ChairMn  Housing  &  Urban  DevttlopMMt  niiMtlHi 

House  Office  Bulldii^ 

Washington.  DC  20515 
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March  5,  1985 

WHEREAS,  one  of  the  basic  functions  of  government  is  the  assistance 
of  people  who  cannot  assist  themselves,  and 

WHEREAS,  government  is  at  its  best  when  it  is  able  to  regenerate  the 
community  which  it  governs,  and 

WHEREAS,  it  is  only  with  federal  assistance  that  local  governments 
provide  housing  for  low- income  people  and  at  the  same  time,  encourage 
development  that  will  provide  jobs  for  people,  and 

WHEREAS,  proposals  have  been  made  at  the  federal  level  which  would 
seriously  curtail  activities  in  housing  and  community  development  fields 
of  endeavor. 

NOW,  THEREFORE,  on  a  motion  of  Councilvoun  Pfifferling  seconded 
by  Councilman  Boncore    ,  be  it  resolved,  that  the  Town  Board  of  the 
Town  of  Islip  herewith  and  hereby  acknowledges  the  contributions  of  the 
Federal  Low- Income  Housing  Program  and  the  Federal  Comnunity  Development 
Program  to  the  health  and  well  being  of  this  comnunity,  and  be  it  further 

RESOLVED  that  the  Town  Board  of  the  Town  of  Islip  hereby  petitions 
the  Congress  of  the  United  States  of  America  to  continue  these  programs 
for  the  benefit  of  the  citizens  of  the  Town  of  Islip;  and  be  it  further 

RESOLVED,  that  the  Town  Clerk  is  hereby  authorized  and  directed  to 

prepare  and  transmit  all  necessary  documentation  of  this  resolution  to 

The  Honorable  Robert  Dole,  Senate  Majority  Leader,  The  Honorable  Robert 

Packwood,  Chairman,  Senate  Finance  Committee,  The  Honorable  Jack  6arn, 

Chairman,  Senate  Housing  &  Urban  Development  Committee,  David  Stockman, 

Director,  Office  of  Management  &  Budget,  Samuel  Pierce,  Secretary  of 

Housing  and  Urban  Development,  The  Honorable  Robert  Michel,  House 

Minority  Leader,  The  Honorable  Dan  Rostenkowski ,  Chairman,  House  Finance 

Committee  and  Ways  &  Means  Committee,  The  Honorable  Fernando  St.  Germain, 

Chairman,  House  Housing  &  Urban  Development  Committee,  Congressman 

Samuel  Stratton,  and  all  members  of  the  United  States  House  of  Representatives 
and  the  United  States  Senate  who  represent  portions  of  Suffolk  County 

Upon  a  vote  being  tkane,  the  result  was:  Ihuinlnously  carried. 
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HALE  MAHAOLU 
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SrSSIS 

March  13.  1985 

Representative  Gonzalez,  Chairaan 

SubcoHHlttee  on  Housing  ft  Coaaunity  Developaent 

House  of  Representatives 

2301  Rayburn  House  Office  Bldg. 

Washington.  D.C.      20515 


Dear  Representative  Gonzales, 

Thank  you  for  your  interest,  concern,  and  efforts  to  continue  the 
funding  for  the  CHSPrograa. 

The  HUD  sdainistercd  CHSPrograa  haa  provided  aach  needed  aapport  ser- 
vices to  the  frail  and  handicapped  elderly  and  haa  aucccasfully  prevented 
and  even  eliainated  aoae  preaature  and/or  inappropriate  inatitutioaalisatleas 
Without  thia  prograa,  aany  of  these  frail  elderly,  especially  those  with 
little  or  no  aupporting  network  of  faaily  and  frlenda*  would  slaost  certainly 
fsce  institutionslization. 

Inatitutionalisation- ia  a  costly  sppronch  to  care  for  our  lov-lncoaat 
frail  elderly.   It  ia  alao  paid  priaarlly  by  Medicare  and  Medicaid.   The 
CHSPrograa  coat  about  1/3  as  auch  aa  institutionslization  per  person.   The 
hsndful  of  pilot  progrsas  scross  our  nstion  csn  essily  provide  sudited  data 
to  substsntiate  its  effectiveness  in  teras  of  coat,  delivery  of  aervlcaa, 
and  huaan  aatiaf action. 

Pleaae  help  ua  to  help  our  frail  elderly.   Tour  efforta  to  accara 
funda  for  the  CHSPrograa  would  be  aoat  appreciated. 

Our  Waraeat  Aloha  and  Mahalo. 

Sincerely, 


Profeaaional  Aaaeaaaent  Coaaittee: 

loy  K.  Katauda,  Ezecutive  Director 
H>1#  Mahaolu 


^ 


tyaU  (.  Nl.hlt. 


Project  Manager  -  Akahl 

Hannah  Kaaai 

Maui  Rehabilitation  Center 

Jo^a  Male 

Puklic  Health  Hurslag 
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Narvla  Tonal 

Blua  Project  Tenant 

JUlnapilne  leyes.  Director 
CRSProgrsa  -  Hale  Mahaola 


Project  Manager  -  Elun 
>y  9.  Fussto 


Fiatopha¥~CTHart 
Director  of  Haaan  Concerns 
Coanty  of  Nasi 


Gladys  Balsa.  Bxacatlva  Dlracter 
Maul  Bcoaoalc  Opportnaity 

David  Murata.  Bxacatlva  Director 
Maul  lahebilltaUea  Cantor/ 

Casnlchl  leaasal 
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lleni  Branch  A^alalstrator 
State  Dopt.   of  Social  Sarvicaa 
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Village   of     aiKS\    Mamaroneck 


yUktKe  Hall 
Mamantneck,  \.  Y.  10543 

■OAM)  Of  TCLEmONE 

muSTECS  •••-7434 

AREA  CODE  §14 

March  II,    19B5 


CongressMin  Henry  Gonsales 

United  States  Bouse  of  Representatives 

Washington,  D.C.  20515 

Dear  Congressaan  Gonsales x 

President  Reagan's  1986  budget  will  teminate  Departnent  of 
Bousing  and  Drban  Development  programs,  including  Urban  Development 
Action  Grants  (UDAG)  Section  8  Bousing  and  Community  Development  Block 
Grants  (CDBG) .  The  previous  cuts  in  subsidised  housing  and  community 
programs  in  the  past  few  years  have  adversely  affected  those  people 
with  low  incomes  who  cannot  find  affordable,  adequate  housing. 
Termination  of  these  programs  will  make  the  situation  desperate. 

Furthermore,  programs  such  as  those  provided  by  the 
Wash ingtonvi lie  Bousing  Alliance  in  Mamaroneck,  which  aim  to  provide 
housing  for  low  income  and  moderate  income  residents  will  be 
•liminatad  without  federal  funding. 

We  presently  are  able  to  help  321  residents  with  Section  8 
subsidy.  Many  of  these  recipients  are  elderly  people.  To  cut  out  a 
program  that  helps  our  older  citizen  to  retain  some  dignity  in  their 
waning  years  is  despicable.  Do  not  let  this  happen. 

Very  truly  yours, 

Beth  Hofstetter,  Trustee 
Village  of  Mamaroneck 

BHtRD 


THE    FRIENDLY  VILLAGE 
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CITY  OF  PHILADELPHIA 


DIRECTOR  OF  HOUSING 


March    21.    1985  JW-'^o 

1234  1 


PfHiMlMpim.  PA  19107 


Subcommittee  on  Housing  and 

Community  Development 
Committee  on  Banking,  Finance 

and  Urban  Affairs 
United  States  House  of 

Representatives 
2128  Rayburn  Housing  Office  Building 
Washington.  D.C.   20515 

Ladies  and  Gentleman: 

Thank  you  for  the  opportunity  to  have  my  comments  appear  on 
record  supporting  the  continuation  of  a  strong  federal  presence  in 
addressing  the  housing  and  community  development  needs  of  our 
Ration's  cities. 

I  would  like  to  briefly  detail  the  importance  of  Housing 
Assistance,  the  Community  Development  Block  Grant,  the  Urban 
Development  Action  Grant,  and  Energy  Assistance  to  the  City  of 
Philadelphia  and  the  effects  of  the  proposed  FY-1986  Housing  and 
Urban  Development  (HUD)  Budget. 

Housing  Assistance 

The  proposed  budget  contains  no  funding  request  for  aid  for  the 
homeless.   This  comes  at  a  time  vhen  we  are  experiencing  a  30Z 
increase  in  usage  of  our  shelters.   As  crucial  as  this  problem  is  to 
the  nation,  the  shelter  and  housing  needs  of  this  population  must 
be  addressed  on  a  federal  level,  as  public  sentiment  focuses  on  the 
provision  of  permanent  and  long-term  housing  assistance. 
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As  the  third  largest  public  hoosiag  suthority  ia  the  astioa* 
the  Philadelphia  Housing  Authority  maaagcs  15.190  Coavcntioaal 
sites  and  7,639  Scattered  sites  for  a  total  of  22,829  units  for 
low  income  faailies  throughout  the  city.   The  Authority  is  the  landlord 
for  lOZ  of  the  city's  renters. 

The  proposed  reduction  to  $1  billion  operating  subsidies  is 
considerably  less  than  the  $1.4  billion  authorized  in  R.R.  #1  and 
supported  by  the  Council  for  Large  Public  Housing  Authorities  (CLPHA) 
which  we  strongly  endorse.   The  effect  of  the  reduced  operating 
subsidies  is  Intensified  when  one  considers  that  it  reflects  the 
sdainistration' s  adoption  of  a  reduced  vacancy  funding  regulation 
coupled  with  a  one  year  freeze  on  public  housing  personnel.   After 
adjustments  for  tenant  rent  and  utilities,  which  are  assumed  to  be 
constant,  the  Philadelphia  Authority  would  be  left  with  a  ramaining 
operating  budget  that  reflects  an  actual  reduction  of  45Z. 

Of  equal  concern  to  the  Administration's  proposed  reductions 
is  the  level  of  funding  for  comprehensive  modernization.  The  proposed 
80Z  reduction  in  the  available  Capital  fund  from  $846  million  in 
FT-198S  to  $175  million  FT-1986  translates  to  a  similar  reduction 
in  modernization  funds  for  the  Philadelphia  Authority  from  $12.5  million 
received  in  FT-1985  to  the  projected  $2.5  million  in  FT-1986.  which 
in  actuality  may  be  even  less  since  the  FT-1986  moderization  funds 
will  be  available  for  "emergency"  purposes  only.   The  $2  billion  in 
budget  authority  proposed  in  H.R.  #1  and  supported  by  CLPHA  and 
Philadelphia  is  the  minimum  annual  amount  which  should  be  authorlsad 
to  address  the  substantial  rehabilitation  and  modernization  naada 
of  Philadelphia  and  other  authorities. 

The  proposed  1 OZ  administrative  fee  reduction  la  the  Section 
8  program  will  negatively  impact  program  performance.   In  addition. 
the  Administration's  support  of  the  voucher  program  requires  comttmnt. 
The  theory  that  vouchers  are  more  economical  than  certificates  ramalna 
to  be  proven,  as  the  demonstration  program  is  ongoing.   It  is  our 
contention  that  Congress  should  not  permit  the  Administration  to 
foster  a  subsidy  program  that  has  not  been  clearly  and  conclusively 
proven  to  be  better. 
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The  Administration's  proposed  budget  reductions  for  public 
housing  amounts  to  a  $27  million  total  loss,  a  loss  so  severe  that, 
if  enacted,  would  render  the  Philadelphia  Housing  Authority  virtually 
inoperable. 

CDBG 

Philadelphia  is  Justly  proud  of  its  reputation  as  a  "City  of 
Neighborhoods".   Close-knit  communities  throughout  our  city  have 
fostered  a  community  spirit  and  vitality  about  which  many  cities  can 
only  dream.   Philadelphia  is  blessed  with  a  sense  of  vigor  in  its 
neighborhoods  that  contributes  greatly  to  the  strength  of  the  city 
as  a  whole. 

The  City  also  recognises  that  certain  community  development 
activities  are  important  corollaries  to  housing  improvement.   These 
items  include  among  others:   economic  development  activities  aimed 
at  Job  creation  and  retention  and  neighborhood  commercial 
revitalization;  social  services;  renovations  to  community  facilities; 
site  improvements  and  close-out  of  urban  renewal  liabilities.   In 
Philadelphia,  federal  Community  Development  Block  Grant  funds  arc 
the  sole  source  of  funding  for  these  services  and  programs. 

The  proposed  lOZ  cut  in  the  Community  Development  Block  Grant 
and  a  change  in  the  entitlement  cities/non-entitlement  ratio  from 
70/30  to  60/40  translates  into  a  24Z  reduction  in  funding  for 
Philadelphia.  This  amounts  to  a  $14.6  million  loss  which  would  entail 
a  reduction  in  program  services  in  order  to  maintain  a  50Z  expenditure 
for  housing  per  local  ordinance. 

UDAG 

The  termination  of  the  UDAG  program  would  mean  the  loss  of  an 
important  economic  development  tool  to  the  City,  used  for  leveraging 
private  dollars. 

19  UDAG  funded  projects  resulted  in  the  creation  of  2000 
permanent  Jobs,  and  over  $45  million  UDAG  dollars  leveraged.   The 
elimination  of  the  UDAG  program  will  directly  affect  14  new  projects 
currently  being  planned.   Of  major  concern  is  the  1200-room  hotel 


Digitized  by  VjOOQIC 


3281 


which  is  being  proposed  as  a  part  of  the  City's  new  convention 
center  project.   The  convention  center  and  hotel  are  projected  to 
bring  a  total  of  3,200  new  peraanent  Jobs  to  the  City.   While  this 
program  was  primarily  utilized  as  an  economic  development  tool,  it 
has  also  provided  a  valuable  resource  for  housing  development  in 
Philadelphia.   Housing  UDAG*s  awarded  created  237  units  in  the  City, 
including  3500  Powelton  and  Levering  Court.   Also,  programs  such 
as  the  conversion  of  the  Hawthorne  School  to  housing  will  not  be 
possible.   In  addition,  the  loss  of  UDA6  funds,  in  light  of  the 
proposed  elimination  of  Housing  Development  Grants  (HODAG) ,  will  have  a 
tremendously  adverse  impact  on  Philadelphia  neighborhoods. 

It  is  ironic  to  note  that  last  year  the  administration  lauded 
UDAG  as  the  perfect  opportunity  for  public-private  partnership,  and 
is  now  planning  its  termination  based  on  purely  deficit  reduction 
reasoning.   The  City  of  Philadelphia  strongly  supports  the  continuation 
of  UDAG. 

Energy  Assistance 

The  proposed  five-year  phase-out  of  the  low-income  weatherization 
grants  and  freeze  on  the  Low-Income  Home  Energy  Assistance  Program 
is  based  on  proposed  legislation  to  use  recoveries  from  petroleum 
price  overcharges  and  on  the  assumption  that  charitable  organizations, 
and  state  and  local  governments  can  be  relied  upon  for  funding.   The 
loss  of  revenue  from  these  programs,  which  provide  assistance  through 
the  State,  will  have  a  drastic  impact  on  the  City  since  Pennsylvania 
provides  no  State  revenue  for  energy  assistance.   The  Low-Income 
Weatherization  Program  funds  7  Philadelphia  non-profit  agencies  which 
provided  weatherization  assistance  to  2,571  units,  $2,802  million 
allocated  by  the  State.   The  Low-Income  Energy  Assistance  Program 
has  provided  66,902  Philadelphia  households  with  LIHEAP  Grants,  for 
a  total  of  $19.2  million.   The  phase-out  and  freeze  of  these  programs 
will  directly  increase  the  number  of  persons  unable  to  pay  their 
utility  bills. 
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In  conclusion.  I  request  on  behalf  of  all  cities,  large  an4 
small,  that  you  review  the  comiBente  and  teetimony  presented  an4 
consider  the  debilitating  affects  the  proposed  FT-1986  HUD  Budget 
will  have  on  our  natiorfs  cities. 


Sincerely,  ^ 


<^ 


Julia  0.  Robinson 
Director  of  Housing 


JOR:DML 
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Plattshurgh,New^fo!k 


Otir  a>k 
■^^iri^ary^th,  1985 


omw  of  llM  O^  Ctak 
Oly  IfaO 

Phmbunl^  New  Yon  12901 
St8-  S6»7tt 


At  a  Regular  Meeting  of  the  Coaaon  Council  of  the  City  of 
Plattsburgh,  New  York  held  Thursday,  February  21at,  198S,  the 
following  resolution  was  adopted: 

fly  Ald*rna.p  Stewart:  gficQiided  by  Aldemafl  Hall: 

WHEREAS .  one  of  the  basic  functions  of  govemnent  is  the 
assistance  of  people  who  cannot  assist  theaeelves,  and 

VMEREAS.  governaent  is  at  its  best  when  it  is  able  to  regenerate 
the  community  irhich  it  governs,  and 

WHEREAS.  It  is  only  vit:h  Federal  assistance  that  local  governments 
provide  housing  for  lov-iacoBc  people  and  at  the  same  time,  encourage 
development  that  provides  the  Jobs  for  people  and 

WHEftEAS.   proposals  have  been  made  at  the  Federal  level  which  would 
seriously  curtail  activities  in  housing  and  community  development  fields 
of  endeavor. 

wow  THEREFQHE  gE  IT  R£50LVgD:   That  the  Common  Council  of  the  City  of 
FUttaburch,  W*y*  herevlth  and  herehy  acVnovlea^H  the  coticr  Lbut  iana  of  the 
Federal  low-lncone  housing  program  and  the  federal  cownunlty  development 
program  to  the  health  aad  well-being  of  thla  coiauiiity  and 

FLTRTHEH  RE50LVEP:   to  petition  the  Congreas  via  this  resolution,  to 
continue  these  programs  for  the  benefit  of  the  citizens  of  the  City  of 
Plattsburgh,  New  York. 

On  roll  call.  Aldermen  Stewart,  Hall,  Lockiwod,  Blumette,  Poitras 
and  LaMarche  voted  in  the  affirmative;  no  one  in  the  negative:  CARRIED 


CERTIFIED  A  TRUE  COPY 


/(Jc^.c  y^  ^4gi: 


CITY  CLERK 
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ROCHESTER  HOUSING  AUTHORITY 

EXiCUTIVt  AND  AOMHMtTIMTIVI  OPPfCU 

140  WEST  AVENUE    ROCHESTER.  NEW  YORK  14611 
(7ie)a 


March  12,    1985 


The  Honorable  Henry  B.  Gonzalez 
United  States  Congressnan 
Chairman,  House  Sub-Committee  on 
Housing  and  Community  Development 
2131  Rayburn  House  Office  Building 
Washington,  D.C.    20515 


Dear  Congressman  Gonzalez: 


It  goes  without  saying  that  Fiscal  Year  1986  will  be  a  most 
difficult  year  for  many  agencies  and  organizations  that  heretofore 
have  relied  in  part  or  in  whole  on  Federal  dollars,  as  the  Federal 
Administration  attempts  to  whittle  away  at  the  staggering  deficit. 
Even  though  the  deficit  must  be  addressed,  it  is  most  important  for 
you  and  your  colleagues  not  to  forget  the  proverbial  "safety  net* 
which  affects  so  many  public  housing  tenants  nationally. 

While  we  are  grateful  for  your  support  of  housing  programs  in  the 
past,  we  urge  you,  as  part  of  your  deliberations  of  the  President's 
Fy86  Budget,  to  seriously  consider  three  (3)  areas  that  are  crutial 
for  the  continual  successful  operations  of  housing  authorities: 

a)  In  order  to  properly  manage  the  stock  that  we  presently  have,  it 
is  imperative  that  public  housing  authorities  receive  full 
funding  under  the  Performance  Funding  System  (PFS)  and  not  a 
reduced  amount  as  recommended  by  the  Administration.  A  total 
appropriation  of  $1.4  billion,  including  $100  million  for  costs 
beyond  control  and  appeals  is  urged.  Approximately  $137  million 
ought  to  be  available  from  Fy85  in  carry-overs,  resulting  in  a 
need  for  new  appropriations  of  approximately  $1.26  billion. 

b)  An  adequate  level  of  funding  for  the  Comprehensive  Improvement 
Assistance  Program  (CIAP)  is  essential  in  order  not  to  allow  our 
existing  stock  to  fall  into  disrepair.  Nationally,  at  least 
$2  billion  in  budget  authority  is  urged.  There  are  presently 
approximately  1.3  million  public  housing  units  in  management. 
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with  an  estimated  average  replacement  value  of  $60,000  per  unit, 
for  a  total  value  of  $78  billion  ...  a  substantial  public 
investment  that  cannot  be  ignored.  Setting  aside  1.5%  of  this 
value  annually  as  a  capital  improvements  reserve  (assuming  no 
backlog  of  modernization  needs  that  need  to  be  met  through 
"catch-up"  funding),  would  result  in  a  need  of  $1.7  billion  per 
year.  Under  CIAP,  this  would  be  doubled  to  cover  debt  service, 
for  a  total  need  of  $2.34  billion  per  year  —  in  order  to  cover 
the  ongoing  accrual  of  new  needs  irrespective  of  the  backlog  of 
old  needs. 

c)  Since  the  beginning  of  the  public  housing  program  in  1937, 
housing  authority  bonds  and  notes  have  had  a  tax-exempt  status. 
This  vehicle  of  financing  has  served  the  industry  well  over  the 
decades  and  there  is  no  logical  reason  to  abandon  what  has 
worked  positively.  We  urge  you  to  not  support  the 
Administration's  intention  to  destroy  a  proven  finance  vehicle 
and  instead  work  to  retain  the  tax-exempt  status.  The 
Administration's  plan  can  be  characterized  as  a  thinly  veiled 
attempt  to  severely  curtail  public  housing  activity  by  making 
the  program  financially  unacceptable  to  Congress  since  the  new 
method  would  result  in  larger  annual  budget  outlay  figures. 

It  seems  obvious  that  the  Reagan  Administration  sees  a  limited 
governmental  role  in  something  as  basic  and  necessary  as  providing 
shelter  and  maintaining  that  shelter.  It  is  ignorance  at  its  best 
to  think  that  the  private  sector  will  solely  take  on  the  role  of 
guardian  of  the  poor.  We  urge  you  to  help  dispel  any  pervasive 
dearth  of  knowledge  or  education  that  Exists  in  helping  us,  as 
public  landlords,  serve  the  hundreds  of  thousands  of  low  income 
residents  nationally  who  cannot  afford  market  rate  housing.  We 
thank  you  for  your  support  in  the  past  and  look  forward  to  your 
willingness  and  accountability  for  the  future. 

Sincerely  yours. 


^^^«.k-^r»tate^< 


Thomas  P.  McHugh 
Executive  Director 

TFM/jr 
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Glwin  Barrtngnon 

a  J.  Himandtg.  C.PJL 

LBonanJ  C.  Qflnvtt 

AmR.  Portv 

MsTQirat  A.  FWwr,  PIlD. 

Hon.  Femand  St.  Germain,  Chairman 
House  Banking  Committee 
United  States  Congress 
Washington,  DC    20515 

Dear  Sir: 

The  Tampa  Housing  Authority  has  been  examining  the  Administration's  proposed 
iMidget  with  great  and  concerned  Interest.  A  complete  analysis  of  budgetary 
restrictions  over  the  past  three  years  has  shown  us  that  housing,  among  other 
programs •  has  borne  an  unproportional  share  of  the  burden  In  reducing  the 
federal  deficit.  Because  of  that  burden  and  because  of  the  dire  need  for  viable 
housing  programs  In  today's  society,  I  am  strongly  recommending  that  the 
Congress  adopt  a  spending  freeze  reflecting  funding  appropriated  for  1985  plus 
an  Inflation  rate  of  4S.  This  freeze  should  be  applied  to  all  federal  outlays 
Including  defense.  Specifically  I  am  recoimnending  that  the  following  funding 
levels  be  approved: 

CD66  -  $3,611  billion 

U0A6  -  $458  million 

Section  8  -  $225  million 

Section  312  -  repayment  levels 

Rental  rehabilitation  grants  -  $156  million 

Public  housing  modernization  -  $1,794  billion 

Public  housing  operating  assistance  -  $1,423  billion 

Housing  development  grants  -  $120  million 

Congregate  housing  services  -  $10  million 

Public  housing  construction  -  5,000  units 

Indian  public  housing  -  2,000  units 

Section  202/Sectlon  8  -  12,000  units 

Section  8  moderate  rehabilitation  -  5,000  units 

Section  8  existing  -  75,390  units 

Should  you  have  any  concerns  or  comnents,  please  feel  free  to  contact  me  at  your 
convenience. 


JAP:jv 

P.O.  Box  4766  Tampa.  FL  33677  •  1514  Unton  St.  Tampa.  FL  33607  •  (813)  253-0551 
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LEGAL  CX)UNSEL  FOR  THE  ELDERLY 
1331  H  Street.  N.W..  Room  1005 
WaduaglOB.  DC  20005 
(202)2344>970 


S^  omfmoTC^coujumAo^momoHMama  llarch   22,    1985 


The  Honoraible  Henry  B.   Gonzalez 

Chairman 

Sub  CQnnnittee  on  Housing 

and  Comnunity  Development 
Rm.  2123  Rayburn  Bldg. 
Washington,  D.C.   20515 

Dear  Congressman  Gonzalez: 

We  would  like  to  commend  your  efforts  regarding 
Mandatory  Meal  Plans.   In  this  regard,  we'd  like  to  request 
that  documents  from  one  of  our  clients,  Mary  Tillman,  be 
added  to  the  hearing  records. 

Enclosed  you  will  find  documents  which  entail  explana- 
tions of  client's  expenses,  lease  agreements,  and  letter  of 
increase  in  food  service.  Again,  I  would  like  to  express  a 
sincere  thank  you. 


Sincerely , 

Karen  O.  Cobble 
Intern 


KOC/na 
Enclosures 


American  Association  of  Retired  Persons      1909  K  Street.  N.W..  Washington.  D.C.  20049      (202)  872-47()0 
Viu  R.  Ostrander  President      Cyril  F.  BrickfleM  Exemiiw  Director 
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CT7  MARY'S 
TCOURT 


8T.  MARY'S  COURT  HOUSINO  DEVELOPMDIT  OORPORATION 

72S-24thSt..N.W.    •   Washington,  D.  C.    20037    •   202/223-5712 


Mary  Tillman  December  26,  1984 

404 


P««r  Ma.  TIUiMn 


Effective  January  1,  1985,  your  food  service  fee  will 
increase  to  $  12Q.Q0   per  month.   Your  rent  continues  to 
be  $  105. QQ  resulting  in  a  total  monthly  payment  of  $_jl25-J10l. 

Thank  you. 


Sincerely, 

^i  ^.  ^  Beatrice  Watson 

*^— a B K Business  Manager 
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\J7  MARY'S 
TCOURT 

ST.  MAKY'8  COURT  HOUSING  DEVELOPMZMT  CORPOKATIOII 

725  -  24th  St..  N.  W.  •  Washintton.  D.  C  20037  •  202/223-5712 

TO:  Residents  of  St.  Mucy's  Oourt 

FPGM:  Barbara  Bmnton  •^-'  ^ 

SUBJECT:  Increase  in  HUD  Subsidy 

DAIE:  Decentser  22,  1984 

You  will  find  posted  in  the  lobby,  dir.ing  area  and  laundry  roGm, 
a  notice  to  residents  of  our  intention  to  njqucst  an  iivrrease  in  rental 
subsidies  from  the  U.S.  Departstient  of  HousL-tg  &  Urban  Oevelopnent.  This 
notice  is  required  in  all  federally  subsidized  housing. 

It  is  iji(x>rtant  that  you  fully  understaixi  that  the  proposed  increase 
in  rents  will  in  no  way  affect  the  amount  of  your  nontM.y  rental  pa^Bents. 
We  are  asking  the  Departsnent  to  increase  its  share  of  the  nonthly  rant  ai 
all  units.  The  proposed  increase  Is  re^-ied  tj  offset  the  increase  in  overall 
operating  costs  Jt   St.  .Maxy's  Court. 

PLEASE  tCTE  THAT  since  the  anticipated  increase  affects  only  payments 
received  from  the  Department,  YOUR  MONTHLY  RgTTAL  PAYMEyrS  WILL  NOT  BE 
INCREASED. 

Thank  you. 
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^c 


MARY'S 
COURT 


ST.  MARY*t  COUKT  HOI«NO  DEVEUMiDfT  OORFOMTlOli 

725»24thSt.,N.W.   •   Wihington,  D.  C    20037    •   202/221-5712 


I>««r  Ms.  Tillinan: 

The  Department  of  Houtlng  and  Urban  Development  reguletloBS 
require  that  a  recertlficatlon  of  IncoBe  be  Bade  annually. 

To  complete  our  review  of  your  incose,  I  have  scheduled  you  for 
an  interview  with  me  on  Janucury  18^  85  Friday  at   10:10  wi 

To  help  ua  in  proceaaing  your  recertlficatlon,  pleaee  coaplstB 
the  encloaed  form  and  provide  supporting  documents  for  the  figurBS 
supplied.  Pleaae  bring  the  completed  form  and  documents  to  the  In* 
terview. 

Thank  you. 

Sincerely. 
lestrice  UstSMi, 

BuSittSBS 
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Project  No.  DC  39-0704-201 
Loan  No.  000-Eil-003-L8/WAC 

AMENDKENT  TO  LEASE  AGREEMENT 

AMndamt  is  h««dbv  «•'•  to  thf  L««8«  AgrMstnt  aadc  and  antcrad  into 
tha   Ist   jny  of   h^l  ,19  79b>tiiaan  tha  St.  Mary's  Court  Housing 

Oavalopitant  Corporation,  as  LANDLORD,  and    Mary  Tillman . 

as  TENANT  aa  follova.  All  provisions  of  tha  Laasa  Agraaibent  not  spaclflcally 
aaandad  haraby  are  incorporated  haraln  by  rafarenca  and  renaln  in  full  forca 
and  affact. 

**THIS  AMENDED  AGREEMENT  aada  and  antarad  into  this  1st      day  of 
^yp-fi  •   19  at;,  batvaan  tha  St.  Mary's  Court  Housing  Devalopnent  Corp- 
oratldtf,  as  LANDLORD,  and Mary  Tmnum as  TEKANT, 

••WITNESSETH  THAT: 

••WHEREAS,  tha  LANDLORD  has  datarmlnad  that  tha  TENANT  Is  allgibla  to  pay 
laas  than  tha  fair  narkat  rental  for  the  described  unit, 

••now  THEREFORE, 

••l.  The  LANDLORD  leases  to  the  TENANT,  and  the  TENANT  leases  froTr.  the 
LANDLORD  dwelling  unit  ^Q^  in  the  project  known  as  St.  Mary's  Court  for  a 

tenn  coomencing  on  the  igj.  day  of    fliprjl ,19  85  «  ared  ending  on  the 

in  <»«y  o^   April >19gs  ■ 

•'2.  The  total  rent  (Contract  Rent)  ahall  be  $   479.00  per  month. 

••3.  The  total  rent  specified  in  paragraph  2,  above,  shall  Include  the 
following  utilities: 

All. 

"4.  The  charge  for  neal  aervice  ahall  be  $  130.00  psr  ■onth. 

••S.  Of  tha  total  rent,  $  362.  shall  be  payable  by  or  at  the  direct- 
Ion  of  tha  Dapartaant  of  Housing  and  Urban  Development  (HUD)  aa  houaing 
aaalstance  payments  on  behalf  of  the  TENANT,  and  $  117.00   shall  be  payable 
by  the  TENANT.  These  amounts  shall  be  aubject  to  change  by  reason  of  changes 
in  HUD  requiramanta,  changes  in  the  TENANT'S  family  Income,  family  composition, 
or  extent  of  exceptional  medical  or  other  unusual  expenses  in  accordance  with 
HUD-eatablishad  schedules  and  criteria;  or  by  reason  of  adjustment  by  HUD  of 
any  applicable  Utility  Allowance.  Any  such  change  shall  be  effective  ma   of 
tha  data  stated  in  a  Notice  to  tha  TENANT.** 

WITNESS:  St.  Mary'a  (knirt  Housing  Development  Corp. 

LANDLORD 


Baxtaxa  J.  Bninto^,  Xaninlstxator 
^^n^a^^^i"^tLiXr,tiQrlf    tenant 


unm,  Aaninistxatci 
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OF  TENANT  ELIGIBILITY 
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March  U,   1985 


Kcprcuncacivt  Gonsalcc 
2413  Kaytnirn  H.O.B. 
llMhington,  D.C.   20515 

Slxt 

Tou  «r«  currently  involved  In  dincusaiatis  coocamlng  continuation  of 
funding  for  Congragata  Boualng  Sarvlcaa  Prograaa  (CUSP).  In  1986. 
41  CHSPa  acroaa  tha  nation  will  loan  Chair  funding;  thla  laCCar  la 
vrlttan  aa  part  of  an  af fort  to  anaura  that  tbaaa  vital  prograaa 
raaaln  available  Co  tha  aenlor  cltlsena  idio  rely  ao  baavUy  on  thaa. 

Our  experience  with  Che  CHSP  aC  our  CaChadral  Place  aenlor  houalng 
project  In  Denver*  Coloredo  haa  been  totally  poaltlve.  Many  of 
our  elderly  realdanca  would  currencly  be  confined  Co  nurelng  hoaea 
were  It  not  for  the  availability  of  Che  aervlcea  that  CHSP  provldaa. 
aervlcea  chat  wman   tha  difference  between  vital,  independent  living 
and  axpenalve.  often  ■adlcally  unnecaaaary  inatlttttionalisatiott. 

Coat-effective  CHSPa.  averaging  one-third  the  coat  of  ■aincaining 
Indlvlduala  in  InaClCuCional  aec tinge,  are  not  only  econaaically 
advantagaoua  but  are  highly  dealrable  in  terse  of  the  preaervation 
of  the  vitality  and  dignity  of  the  elderly  of  our  nation.  He  urge 
you  to  coneider  thcae  pointe*  and  recn— inrl  the  $10  ■illion  funding 
for  CHSP  to  the  ApproprlaCiaaa  Coaaictae  on  March  IS. 


Sincerely. 

Archdloceaan  Houalng  CnanltCae,  Inc. 


ARCHDKK'ESAN  HOUSINC;  COMMITTEE,  INC 


200  JoKphinc 

Denver.  Cdondo  80206 


O03) 
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CLAUDE  McKAY  HOUSING  ASSOCIATION,  INC- 

221  West  1 13th  Street    •    New  York,  N.Y.  10026 
(212)749-2321     -    866-9095 
March  22nd,   1985 


Honorable  Henry  B.  Gonzalea 

Member 

United  Statea  Congreaa 

Raybum  Houae  Office  Building 

Waahlngton,  D.C.  20515 

Re:  "Houaing  Act  of  1985" 

Dear  Congreaaman  Gonzalea  : 

We  are  pleaaed  to  inform  the  Congreaaman  from  Texaa,  that  we  have  received 
with  a  great  deal  of  pleaaure  ,  H.R.  1,  which  vaa  requeated. 

We  have  alao  been  able  to  provide  the  technical  aaalstance  In  the  foraatlon 
of  the  "Harlem  Urban  Hehemlah  Houaing  Coalition,"  among  a  group  of  mHibere 
of  the  clergy,  in  the  Central  Harlem  Helghborhood  Preaervatlon  District. 

We  have  adviaed  our  local  Congreaaman,  Hon.  Charles  B.  rangel,  Hon.  Daniel  P. 
Moynihan,  and  Hon.  Alphonae  M.  D*Amato,  of  the  organisation  at  All  Souls*  Ctaurch» 
88  St  Hicholaa  Avenue,  Hew  York,  Hew  York  10026.  Rev.  David  H.  Llcorlsh» 
Chairman,  Rev.  Henry  V.  Harrlaon,  Secretary,  and  Rev.  Father  David  A.  Joniss» 
Treaaurer. 

It  is  our  firm  conviction  to  encourage  the  paaaage  of  this  Bill*  as  s  priority 
of  the  99th  Congreaa,  to  provide  the  opportunity  for  home  ownership,  which  has 
been,  and  should  continue  to  be,  a  top  nationalob J active.  The  bsnsflts  of  boas 
ownership  can  never  be  overesphaaized. 

We  hope  that  the  Congreaaman  will  be  able  to  gain  the  full  support  sad  Inf lusncs 
of  his  colleagues  in  both  Houaea,  for  them  to  recognise  their  responslbllltlss 
and  to  take  action  now  to  provide  a  meaningful  opportunity  to  the  many  millions 
of  Americana  who,  until  now  have  wanted,  but  could  not  afford  to  purchase  s  boas 
prior  to  the  possibilities  this  Bill  will  afford. 

We  urge  that  you  plan  for  ua  to  meet  with  membera  of  the  Congress,  during  tbs 
month  of  April  ,  after  the  Baater  holidays,  in  order  thet  our  group  may  be  sbls 
to  ezpreaa  to  you  and  your  colleaguea,  the  Importance  of  the  pssssis  of  H.K.l. 

Beat  wiahea  for  continued  auceas. 

Sincerely, 

CpkODE  McXAY  HOUSING  ASSOCIATION,  INC. 

Alex  Prempeh   ^        ■ 
Preaident 

cc:  Rev.  David  N.  Licoriah 
Chairman 
Harlem  Urban  Nehemlah  Houaing  Coalition 
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PRESS  RELEASE 

HARLEM  URBAN  MEHEMIAB  HOUSING  COALITION 

88  St  Nicholas  Avenue 

Nev  York.  New  York  10026 

(212)  663-4514  Contact 


Rev.  avid  N.  Licorlah 
Chalraan 

Rev.  Henry  V.  Harrison 
Secretary 

Rev.  Father       Lucas 
Public  Relations 


Meabers  of  the  Central  Harlem  comnunity  clergy,  in  forning  and  establish- 
ing the  "HARLEM  URBAN  NEHEMIAH  HOUSING  COALITION"  are  calling  upon  the  National 
Council  of  Churches  to  participate  In  the  opportunity  to  provide  hoae  ownership 
opportunities irx  their  respective  congregations  and  the  general  public  at  large. 

Further,  we  are  calling  upon  the  Congressional  Black  Caucus  and  the  Congress  of 
the  United  States  ,  to  pressure  the  House  ,  Senate  and  the  President  to  support 
the  passage  of  H.R.  1.  "The  Housing  Act  of  1985",  as  aaended. 

Preaident  Reagan  haa  indicated  that  "  We  have  coae  to  a  turning  point,  a  moment 
for  hard  declaiona."  And  he  has  asked  us  "  If  not  us,  who?  If  not  now,  when?" 

Well,  we  among  the  clergy  also  feel  that  the  decision  to  support  and  encourage 
home  ownership  by  means  ot  the  support  and  paasage  of  the  "Housing  Act  of  1985" 
as  introduced  In  H.R.  1.  by  Hon  Henry  B.  Gonsales  of  Texas,  should  be  now  by  the 
99th  Congress. 

The  President  haa  also  stated  ,  "Let  ua  resolve,"  he  said,  "that  we  the  people  will 
build  an  American  opportunity  society  in  which  all  of  us  -  white  and  black,  rich  and  poor 
young  and  old-  will  go  forward  together,  arm  in  arm." 

We,  the  memebrs  of  the  "Harlem  Urban  Nehcmlah  Houalng  Coalition"  are  quite  willing 
to  accept  this  premise,  bb     a  basis  for  the  support  and  passage  of  the  "Nehemiah 
Houalng  Plan  to  become  the  U.S.  national  Houalng  Policy  ,  which  will  afford  and 
provide  home  ownership  for  all  America. 
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Community  JBconomic  development  ^wncil    fnc^ 

8911  Devonshire  Blvd.  Jacksonville.  Florida  32206 

904/764-1728 

Professional  Services 

Robert  E.  Porter.  LT.  COL.  RET..  Pr-ident  john  Dempe.  Ex«:ullv  Dir«:ior 

March  20,  1965 


The  Honorable  Henry  Gonzalez  \ 

Chalrmn,  Housing  and  Connunlty  \ 

Development  Subcoml  ttee 
2453  Raybum  Office  Building 
Mashlngton,  D.  C.  20515 

Dear  Representative  Gonzalez: 

I  urge  you  to  support  the  continuation  of  the  to—inlty  tevelopwnt 
Block  Grant  (CDBG)  progran  at  Its  present  level  of  finding. 

This  progrea  Is  one  of  the  few  that  have  directly  benefited  low  to 
Moderate  Income  families  and  their  declining  neighborhoods.  Housing 
rehabilitation,  Job  training,  street  resurfacing,  new  health  and  recrea- 
tional facilities,  economic  development.  Improved  security  for  the  elderly 
are  just  part  of  the  legacy  of  CDBG. 

The  CDBG  program  has  personally  assisted  our  organization  In  spon- 
soring the  minority  exposition  which  Is  designed  to  Improve  procur— nt 
opportunities  for  minority  businesses  from  both  public  and  private  sectors. 


Please  support  the  full  funding  of  CDBG.  The  alternative  will 
tually  prove  far  more  costly  to  our  society  both  monetarily  and  in  ways 
that  cannot  be  measured. 

Sincerely. 

John  U.  Demps,  Sr. 
Executive  Director 

JlriDSr/ewc 


An  Equal  Opportunity /Affirmaiive  Action  Employer 
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Sunuel  D.  Rowlry.  M.D. 
Riihen  J.  ThnmpKxi.  M.D. 
Otarlet  Hcrron,  Reverend 

BOARD  OF  DIRECTORS 
Mary  Anmtrong 
Betty  Cwtcv 
VcrnaDvtieb 
Jame*  FifT,  D.Min. 
Bernice  James,  R.N. 
Andy  Johraon 
Delom  Johraon 
ChriKine  Lawaon 
Evelyn  Lomaa 
Herman  Miller,  M.D. 
Everett  D.  Montfomery 
Leonard  Moaby 
David  Richardwn 
VKkic  Still 
Max  Suter.  M.D. 


<p 


FAMILY  HEALTH  SERVICES,  INC. 

1824  Pearl  Scrcct 

Jacksonville.  Rorida  32206 

904  /  354-7799 


(ferdi  18,  1985 


Davalu  C.  Mudd.  D.P.A. 
Eiccwnr  OircciDr 

BOARD  OF  DIRECTORS 
EXECUTIVE  COMMITTEE 
Dixi»  N.  Canctn,  M.D. 

Prrsideni 
Carol  Whinaker.  R.N. 

VicePtttidrM 
A  Gene  Park»,  Reverend 

Vice  htudtfu 

Beth  Rio 
Sccrrtmry 

Marvin  Luti.  Reverend 
TreosHm 


The  Honorable  Henry  Gonzalez 

Chaimsn,  Housing  and  Cooiaiilty  Developoent  SubccamLttee 

2453  Raybum  Office  Bulldii^ 

Uashlngton,  DC  20515 

Dear  Gongressnan  Gonzalez: 

I  ur]ge  ycxi  tx>  support  t3ne  continuation  of  the  Gooounlty  Development 
Blooc  Grant  program  at  its  present  level  of  finding. 

Ihis  program  is  one  of  t3ne  few  that  have  directly  benefited  low  to 
moderate  Inocme  families  and  their  declining  neighborhoods.  Housing 
rdiabilitation.  Job  training,  street  resurfacing,  nev  health  and 
recreational  facilities,  economdLc  development,  inproved  security  for 
t^  elderly  are  j\jst  part  of  t^  legacy  of  CDBG. 

CDDG  finds  have  helped  to  support  our  program  in  a  nunber  of  signifi- 
cant voys.  The  first  grant  tziat  ve  received  was  from  the  NSP  and 
enabled  us  to  ea|>loy  tjie  coordinator  of  our  nev  nulti  service  uiogram 
for  teenagers  located  in  t^  inner  city  among  hij^  risk  youth  for  teen 
pregnancy  and  jxjvenile  delinquency.  Ihe  program  met  sudi  a  need  and 
became  so  successful  that  HUD  helped  our  program  with  a  second  grant 
to  buy  anot^ier  building  next  door  which  ve  are  renovating  with  private 
funds.  The  partnership  of  public  and  private  funds  has  made  possible 
t^  development  of  a  hig^y  effective  program  for  inner  city  kids  that 
is  becoming  well  knoun  through  our  camunity  and  state. 

Please  support  the  full  funding  of  CDBG.  The  alternative  will  event- 
ually prove  far  more  costly  to  our  society  both  monetarily  and  in  ways 
that  cannot  be  measured. 


Sincerely, 


Davalu  C.  Hidd,  DPA 
Executive  Director 

DCM/cgw 


A  Non-fVo/u  Gbordinofmf  Afcno  fat  Fmi{u7-Rdated  Hedtfi,  Ecfaication,  mi  SocmI  Servioes 

and 

"The  Bri4|e"  a  Mu/ti-Servicr  Ceiucr  for  TcciMven 
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FAMILY  HEALTH  SERVICES,  INC. 

IK24  Pearl  Siitxt 
JiKlcMm villi-.  FkiriJa  ^2206 


Dbx^Iu  (    MuJJ.  D.r  A 


W>ARni'>HMRt(  TORS 

EX£(.tTivt  ( (wiNirTTEE  The  Honorable  Henry  Onniilw. 

i>.r.. N  c »r..... MI)  ChainoBn,  Housing  and  Commlty  DeveLopnent  SubooBBittee 

(vwrni  2453  Raybum  0££ice  Building 

L*.jmT..,.-kcr.RN  Wwhington.  D.C.     20515 

Vfcn  fVudml 

A.  cicnc  p.rk..  Rcvi-rcnd  Dmt  OongTeMOBn  Oonsales, 


RclhRu. 


Marvin  Luc,  Rorrritd 


Mark  (irtm 

nnlMiiMmiaruiii 
Samuel  n  R.>i>l« V.  MP 
R.iK-rt  )  -nM««|H.4i.  M.n. 
('Kdrk>  HrrriHi.  RrxTnmJ 


I  urge  yoa  to  K|>port  the  continntiaQ  of  the  GoHBunity  Dev«la[oant 
Blodc  Grait  pirogfB  at  its  pxeaent  level  of  finding. 

IhiB  prpgm  is  one  of  the  f ev  that  hove  directly  benefited  lov  to 
iff^if^^^  i^y^'^*:'n^  fand-lies  snd  their  declining  T>*^rf'*>*"twww?f .     Houaixtt 
rehabilitatiaa.  Job  training,  street  reeiirferlng,  new  heelth  and  recreet- 
ional  facilities,  ecancnlc  developBiBnt,  ia^proged  security  for  the  elderly 
are  Just  part  of  the  legacy  of  CDB6. 


The  CDB6  Otmt  has  helped  the  orgpnicatlan  that  I  m^  a^ployed  ifith 
Ri)ARooFi)iR£(.T(ws      ^  ^g^  ^gg^^    ^Q,^  gg|Q£  i^t^^•i^m  ge  bec«ae  it  also  fimh  the  «artavit      i 
Marv  Ar.n^r.H«  buildix«  that  I  livB  in.    Uithout  theae  finds  it  would  be  difficult  for 

tknv ( «u>  gg  ^  |j_)  gg^  apartnent.    I  an  also  concemed  for  ^r  elderly  and  handlc^ipedl 

ir  F.';:  aM.n  nei^tes  lAio  need  this  grmt  for  their  aurvial. 

Hrrimr  |jmn.  R.N  

a.hK  j..i«.-«i  Please  sqpport  the  full  funding  of  CDB6.    The  alternative  will  cvn- 

(Vk««>>4..>MH,  tually  prove  far  more  coatly  to  our  aoclety  bocfa  omatarily  and  in  ways 

I  hnvH*.  L..^,.  jj^  camot  be  neasured. 

tvrlvn  l^«ii.i« 

tx^wi  n  M.>i«ii.«ntTv  Sincerely, 

LoMi>«J  Mii»hv 
l>miJ  Rhhartlum 
VnkirS..!! 
Mni  Suu^.  M.D. 


■}^iJif^  ^- ^Ifu^ 


Vlddt:  Ji 


o 


VU:  sf 

cc:  Dick  Boners 


A  \.m  /V../.f  (  ...r,/,n.«iMt-  Ao'«.^  >.-  I.tfi/irx  /(./.ifoi  Jfc-alih.  KJii..«rM 
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the  FiRst  pR6SBvtei»an  chuRCh 


FOUNDCO  IN  laOS 


TMC  MCV.  Om.  OAVIO  «.  ■ 


■ATM.  N.Y.  14«10 

«ao7»  1 


Rep.  Henry  B.  Gonsales,  ChalrBUi 
Housing  and  fi —unity  Developaent  SubcooBlttee 
2129  Rayburn  House  Office  Bolldlng 
Washington,  D.C.  20515 

February  27 »  1985 

Dear  Mr.  Gonsales* 

A  large  nuaber  of  ay  parishioners  are  residents  of  Clyde  Slaoo  Laksview 
Apartaents,  a  202/8  Housing  Project  bare  in  Bath.  This  facility  has  proridad 
a  vonderful  environaent  for  a  very  divarse  group  of  people,  giving  a  sansa  of 
coaannity  support  that  aany  elderly  lack. 

However,  I  aa  very  concerned  about  the  proposad  aaadatory  aaal  prograa 
being  considered  in  Vashington.  The  financial  burden  of  this  could  driva  aany 
of  the  residents  out  of  the  facility.  Also,  aost  of  thea  have  cooked  thair 
own  aeals  all  their  livaa,  and  would  b«  very  dissatisfied  with  "Institutioaal" 
cooking.  The  task  of  shopping  and  aaking  aaals  is  of tea  a  tharapaatic  ooa. 
allowing  the  senior  citizen  to  feel  self-reliant  and  capable  at  a  tiae  whan 
soae  degree  of  independence  has  been  lost.  The  eldarly  tend  Co  be  "fuaay 
eaters,"  evidenced  by  the  fact  that  aany  of  thea  eat  vary  little  when  thay  are 
hospitalized,  coaplaining  that,  "It's  not  like  ay  hoae  cooking". 

The  proposed  aandatory  aaal  prograa  has  caused  great  distress  for  aany 
of  our  residents.  I  write  to  urge  you  to  alleviate  thair  concern  by 
laaediately  rejecting  such  a  proposal  and  considering  other  alternatives  to 
reach  your  goals  as  a  coaaittee. 

Thank  you  for  your  proapt  attention  to  this  aatter. 

Tours  truly. 


Rev.  Dr.  David  8.  Barnard 
Pastor 
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Ia^c^o^  a^^^(htct   ^uZtc^  aJ^^^^^yyj^f^ 

6^  .JjilMi   ^f^   odt/rvU    >L4y^^^    d^oiXr- 
TAoo    Jnd^^  OLddi^    tc>T^^^^     ^i>dLU. 


AUQlOHBIOimu, 
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lam  a  friend  of  a  repident  of  a  202/8  ttousinf?  project 
in   gath,  N.  Y. 
I  am  upset  about  the  possibility  of  a  mandatory  meal 
program  in  the  housing  project. 
I  am  also  elderly  but  very  capable  of  platning 
and  preparing  meals • 

I  believe  this  xriadatory  program  is  a  violation  of 
her  rights*. 

I  GO  not  believe  that  a  Federal  Or  State  should 
make  them  eat.  when  and  where  at  their  wishes  and 
be  forced  to  pay  if  they  eat  or  not* 


--y8jlAJtA^JL     i^JUcJk^ 


Gertrude  Klock 
7  Shannon  St. 
Bath,    N.   Y.    114.810 
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GOD'S  LqyE,  INC 


^  //  533N.LASTCHANCCOULCH 

Adnw  Director  ^>\     //  HaENA,  MONTANA  59601 


._^  ^KMcr^  •-  442-7000 

Shelter  Director 


Counselor 

Hen*^  8.  Gonzaltz,  TexoA,  CfcaiAman  SzptimbeA  U,  19S4 

Subcommittee  on  Hotu^jng  and  ComnuuuXy  VtvUopnent 
Hotut  Oiilct  BuWLunQ 
tikukington,  P.C.     20575 

VeoA  CongJLt&Amoufi  Gonzalzz, 

fiiz  oJLt  ujfUtUig  tt?  yon  b£om4^  M«e  ktiaa  oi  yowi  conceAJi  ioJi  the.  homettu 
peofiU  in  AmeJuxM.     The.  i^tnH  and  EooAd  oi  VifuctofU  oi  God* a  Love  ShelUA 
in  HzJUncL,  Uontana,  a\e  oIao  conciAjted  about  ouA  goveAnment'A  fUAponAt  to  tkt 
pfu>bleiin6  oi  the.  homeZtu  in  AmefUcA.     That  fUAponAt  haA  been,  at  beAt,  inade- 
quate. 

fnom  OUA.  expefujence  and  piom  inioAmatijon  gathefied  by  oua  Ataii  and  by  the 
U.5.   gaveJumejnl,  w  anom  that  the  pKobtem  li  gHoaing  u)ofUt  —  tkv.  numbeAA  oi 
hom^ttA  Iti  tkiA  cxtui^tnj/  ate  ^JflcAsl£iliing  dxUJbf,    They  AuUefi  gxeat  def}\A,vatijon 
OK  aJU  Itvili.    ajid  oaA  pfi^iiU  itj^cAjLLtie.^  OM.  not  enough  to  provide  emeAgenof 
ihfttCft^  i<i\  moAA  tkoA  n  i^Actwn  oj  tkijie  hAo  need  it. 

Buuiu^K  thi  sovefwnt*it  pnognoMt  do  not  ad^natzl^  addfUAA  tkzAt  needi, 
nonpfUf^4Jt  o/tj^arUzatlarii  Auck  ajt  ouAA  tui^t  i-p^wng  up  thfujugkout  Ute  cotmtHjy 
to  fAcvide^  iood,  t&Kpo>uviJf  iht/^CA,  aj^  otkeJt  AtxvlCLU  to  iKe  >iDme^tAA 
WntfoA^tiuuLtettf  th^  eiio/OA  o(  tki.  fwuy^te  *€Otot  (Wjc  not  twou^h  -Co  AUn  tk^  \lung 
tide  oi  hamele^i  p^ple.     We  ittt  tk^.  AjdmiiLiStfuitJJin  should  be  do-uig  Buth  "Oie, 
oiii  we  flAd  qfieatJUi  concerned  abcuX  the  teJMftgic  neApoMe  oi  ouJi  £ediAnl  goveAn- 
nent  to  tKU  jnCLiAl^ft.  AOC^ol  p^blejn. 

In  UovembeJt  I9i$  the  Vipax^e^it  oi  Heatth  and  Human  SeAvic^  (NKSI  \t4xnUed 
that  OA  tnojty  oa  *oo  mitUon  AmzAicaM  muf  te  komUenb  —  a  iiguAA  appfioa^kin^ 
that  oi  Xht  &*t<tf  f>f^T«^*icii  oi  J'M  ?93C'-i.     Hpusev^,  onotkeA  izdjiAJil  ^eitctt  AtfmA 
to  dUagftee  «»i/*i  tiu  HHS  ii^^dU^.     A  \J;.^  l^U  M^Xf^t  tu  the  Secu^ta.^  0^  K^jiM^-^ 
and  ilfihatt  Vevetopmint  (WUP),   pn.tpaA.ed  by  tht  HUD  AtnH,  all^At  tiuU  th^  pwbityi 
iA  munk  AmaUeA  -  -  that  ortty  nbout  iSC,  OCO  OAt.  homeltu  at  any  on€  tune.     Hean- 
f/kHe,  FAtUdott  Hwyoft  ob&iAved  \ejLMtlq  that  he  beJUevtd  many  oi  the  hometeAA 
Living  on  tkz  itAettA  OAt  tktAe^  by  choice  { 1 1 

CuA  sof^iAJvneM  appeAAi  unable,  to  come  to  gAipA  viith  thii  pnnblim  oi  human 
AuiitfUng,  dtAfiUe  all  oi  ouA  maAAive  AeAouAceA  and  teJchnalosiJcaZ  iOphlAtication. 
In  iact,  wc  cannot  even  gzt  a  KeJUable  e^Uimate  oi  the  6cope  oi  thiA  pAoblem. 

iitkaleveA  tht  AuUonA  io^  the  lack  oi  ogftz^fM  beMt/cen  Iht  HHS  and  HUD 
eAtimateA,  tun  poinlA  Atnun  inet^CApahle^-     tfie  p^obUm  iA  getting  uiOAie,  and  a 
gAeat  many  AmeAcc^unA  oAe  6uiitAing  ^eve^e  depfiivatijon. 

AJUhougk  oafi  ^ovtAnmwt  ^tflcifci  havt.  not  itudied  the  matteA  adv^ioteZy, 
thoAe  <?(  uJ  involve  In  cjvung  Ioa  the  koneleAit  iia^fe  teen  collecting  inioHmation 
on  local  and  Atgional  l^velA.     O^^A  AeAe^iAc^h  AtaH  ^e^/^.&aid  the  Aecent  HUD  KepoAt 
and  iound  it  to  be  AeAioaAly  ilnuitd.     A  cjmipn.e}ienAi^e  onatyAiA  pfUAtnted  by  a  Ph.V 
txpeAt  I  in  AtAeoAck  I  on  ouA  Ataii,  iM  endoAtd  ioA  youA  Aevieia.     (  A  AhoHt  AummaAy 
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oi  the.  aUXXJUii  pAt.c^u  tkz  compttte.  anaty6l&.)    We  tkuik  yoa  way  iiM  tkU 
4jilQ/unaXiot\.  Ltaeju^  ^n  4/oua  tH^fttJU  to  p^vidz  bttUA  pHa§^jamA  and  ACAv^cce*  to 
tkA  kontltAi.     Wt  oAz  t^p^UMZjf  conctAAtd  that  thi,  govtAtment  should  not  tfuf  to 
dtrVzJiop  viujqttai^  jot  tht,  homtlt^Af  ba4^  on.  tht  Aili-AtAvutg,  politically  motAAfoXtd 
miAijii<ifwxtU}n  in  XSiz  WliO  KVpont. 

them  agntti  thaut  tki  p>uibltM  li  Qitting  p\aqAtA6ivdttf  H&A^e.     ShtUtAr  optAAtafU 
in  ouA.  AJig4jjn  n^pont  a.  ittJuL/  AAUaAtz  ov&i  tht.  ptut  tiwtt  y«au  ift  tkz  fumbtAt 
oi  ptjoptt.  /ttqaz^ttin^  ihtUeA.     fv«  the.  WUD  Ktpent  ptju^rft*  ^ia^mUian  t^n^-tABin^ 
tht  fLLit  Irt  the  nuntcA  0^  kollnlt^4.  HUD  oclinou^&^c^  that  ovtA.  40  ptActnt  ft^  alt 
^keUjuu,  ia\  Xhi^  homel^^  have  hein  in  opMOtion  iouA  ytnA^  o*  lzS6.     Indttd^  ovtA 
f*  ptujctnt  have,  been  in  exiUoHC^  ^o*  -te**  than  one  ytOA.  --  that  moAt  *^tctAt 
intKe/u^t  alone  A^p^wtnti  ovtA  7,t06  addUiotuLl  bed6i     (  HUP  RtpOAt  p.    U  K 

Jt  i^  clvUL  inovi  tfceAe  ji^u^e^  that  the.  p^blw  i^  voofUttUng.    AittA  all, 
hheJLttAJk  divetop  in  ivUipQni>e.  ts  *eiii.  ptofaiem*        ^  -JftAut  jseopte  mXhoot  fcoweft. 
Fi;en  fhe  KUI?  Kejpo^Ji  tidtiuju  that  we.  pfteAetUly  have  AhetteA  Apace  ioK  only  one  oi 
eveAif  ioiiA.  uiko  aA.e  kemeteAA. 

AtiotheA  inteAtAtijfiQ  ^act  hejpoHted  in  the  HUD  doament  ijb  the  lattiAt  oi  tht 
it&poiMt.  to  the  pattern  in  thU  couttOiy.     Ooe\  90  peAcv^  oi  all  6HeJUeAA  loK 
the  komtZe^i  ijf\  the  U.S.  dAt  opeAoted  by  p^vate  nanpnoiit  OKi^arUzatiortA .     The 
iedMol  soveAnnefU*^  e^io^tA  to  help  MUh  tht.  problem  have  been  U^UXtJi.     In 
HovvttbeA,   /9*3,   Cotigitt^^  did  tJtaiLt  PL  9|-rir,  uJkich  autho/Uzed  (und*  »ist>  could 
ii&e.  to  ir^^z  q^jutti  to  tftatu  and  rtonpfwlit  g/tcupi  in  opeAotin^  pft.og*umi   ^OX  tfce 
feomc/wA.     Tnt  ^^tJial  fmeAgency  Hana^einent  Ag^cy   [Ff*W)   dlAXfUbtUed  iuAd^  in. 
191 J  ojid  ngiUn  in   l<iU  to  a^iit  tocol  emeAqv^tf  ^ood  and  ^ktltui  pio^iami.     Tht 
HilQ  CommniXy  V&\ftlopmeiit  Elock  GAaiU  FAogAam  hoA  alAO  made  ^undA  a}faiJtAble  to 
£W*iU  ^keJUeAi. 

Jkui  itiv  ejtd^vOKA  h^vt  betn  pHiitjIlM  inmiiiclent,  hMeviA.     Ve  oAe  sftAy 
caticeAned  abotU  itutuat  iede^al  axd  ioA  the  SomefcAi.     tf*  need  many  wjJie  AhelteAA 
and  pug^jjm^,  and  the  iXiiting  ptog^uw*    |  tho^e  >tiAi  mentutned  ]  /tequifte  changes, 
ToK  wojnp/e,  the  FEMA  jonctt  ma*  dltViibiUed  to  fiomAinituLb  ojctoAding  Co  a   iofumjJba 
that  tohtA  into  acccwU  a  tocjaJUty*A  ojntjupto^ent  Aote^     li  a  ^tfun'*  uflCiflp*£>ymeftt 
ii^uAc  lOLA  bsJLovi  the  fEMA  muujmm,  iJt  qot  no  help.     Yet  unemployment  to^ta  actualty 
may  \iaAy  JnveA^ety  viWi  kameteA^neAA ,     Qiten^  *U«^  lUidi  A*patat*inA  io\  ki^k 
enptc^wi  tend  to  atUuicX  the  kmele^^^^     people  tend  to  go  ^z^e  tht^y  think 
fJt£Ac.  oAt  job^.     COFiii^jutftUv  ^o»e  coflmuu^ti  niiAk  fcigH  eAfployment  akiv  i^o 
hflut  loAqe  numbfcti  oi  howeifciJ  people,  and  mij^kt  «cJ  Wp  ix.  jundijta  thelteAA  -- 
yeJt  undeA  tke  ihIza^  they  *wie  ineli4*.bU  (o^  FEM  iund^  {ok  tho^t^  ^ktUeA*. 

It  ii  dUtuAb^ng  that  the  VepOAXnent  o^  HouAiitg  and  Wiban  Vevelofment  U 
not  taking  an  acZiue  and  xe^poH6ibZe  teadeA&kip  \ote  in  ^eeiunq  tA^ting  ortd 
humane  AolutionA  to  tkii.  piAvOAive  pAoblen.     ThtAe  axe  many  po^^ible  atuwc'U 
but  they  Ae^tut^c  exptoAJition  and  evatitJUion.     The  homeleAA  neeJ  i^KdAote  kelp- 

We  Aland  Jieadtj  to  pnovide  OAAiAtonce.  in  the  ioAm  oi  A&A«4A£h  and  ideoA 
ahaut  ho«f  to  kelp  Aolve  Aome  oi  thtAt  pAoblemA.     Piwue  caU  on  uA  ii  you  thutk 
loe  might  be  able  to  heZp. 

Sineefizly, 

Ann  HUltA,  VixectoK 

AM/i'm 
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SUmRV  Of  OM  ANALYSIS  Of  THE  HUQ  KEFOtfJ- 


Tht  HUD  utimattA  oi  tkt  mmbvu  oi  homtltu  aJvt  boAtd  on  dtitcJbuJt  ftutofick 
pHaaduJUA  and  JuncampUXJt  data,    HUD  cjOHdiucxtd  rut  actual  coumU  oj  Xht.  hownJUAA. 
ItuUad  ItA  "AjueoMcheAA**  only  oAkid  lacaL  o£ilcAjiJU  to  zUiaaU.  Xke.  txlaU  o^ 
tkt  pfuobUm.     Tho6t  UtimattA  aju  nreA^tv  ^^  t^pirujanA  oi  tke.  fw>ptt  Jihs^  contjtctxd. 
kJtmoit  none,  oi  HUD'6  ilguMA  afvt  btutd  on  any  actual  cjuutu  oi  homelijiA  pvaptz. 

Hud  did  tut  data  inom  countA  oi  the,  homettu  ui  tkfujt  cJUUju  aju  tkt  U,S. 
fnam  tkU  tiny  mmbeA.  oi  futpoHJU  —  tack  conducXid  vUtk  dliivuutt  KtMtafich 
meXhodA  and  ioJL  dUpaAott  puApoAtA  —  HUD  eJbaJimtd  to  pudlct  tkt  mmbeAA  oi 
komtttu  ioK  tkt  entlfu  amntfuj. 

HUD  attempted  to  dfuju  aXa  Atudy  In  a  mantlt  oi  AcAjentlilt  MJuptctabUity 
by  im/olUnQ  Audi  ttAmA  oa  "national  Aamptt",  "AanipUng  and  iMAshtlnQ  p^ctduAtA", 
and  Ao  on.    ThtAt  ttAmA  oAt  meAtly  wuidom  dAtAAing  to  kbit  a  methodologically 
lotak,  itaaoed  Atudy.    Tkt  uAt  oi  Auch  teAmA  lb  an  attempt  to  coveA  HUD"a  wot^ul 
lack  oi  pnJjnoA^f  ria-to  about  tkt  homeltAA.    That  InioAmatlon,  on  anything  appHock- 
lug  a  national  Itvel,  hoA  yet  to  bt  gatkeAed, 

Tkt  HUD  Atpont  iallA  iaA  AhoAt  oi  minimum  AtandoAdA  oi  inquiAy  iJi  tkt 
Aocial  AclenctA.    ItA  eAtimateA  oi  tkt  numbeAA  oi  homeleAA  oAt  loAgely  a  collect' 
ion  oi  oplnionA  —  and  "opinionA"  muAt  not  bt  mlUaktn  ioA  fuliablt  data,  about 
a  human  pAobUm  oi  tAogic  pHopoAtionA, 
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kaalysia  of  **A  Report  to  the  Secretary  on  tiie 
HooieleBs  and  Bnergiency  Shelters' »  prepared  by 
tiie  U.S.  Department  of  Housing  and  Ucbon  Devel- 
opnent,  Of^joe  of  Policy  DevdkipaiBnt  end  Besearcfa, 
Itay.  1984. 

Aulysis  Prepered  by  —Morton  Arkava,  Ih.D. 
God's  Love  Shelter 
533  H.  Lest  Chance  Oulch 
59601 


The  HUD  report  atteoopta  to  assess  the  extent  of  honglessness 
natlflOHide,  to  examine  who  tiie  hcmpless  are,  end  to  xfeterndne  the 
capedty  of  emergency  shelters  to  care  for  tiie  hcneless.    HUD's 
efforts  to  assess  the  taxters  of  hcnipless  nationally  are  based  on 
four  sources  of  infoimatiai: 

1)  Published  local  estimates  of  tiie  problem 

2)  Telephone  intervieMs  wLdi  local  officials  in  a  nationwide 
seople  of  60  citiee. 

3)  Telephone  intervicMS  wldi  a  natixxacide  saople  of  shelter 
operators. 

4)  A  cGofcination  of  shelter  counts  and  so-called  atreet  oounta. 
Based  on  telephone  conversations  with  local  officials,  revieus  of  local 
studies,  and  site  visits  to  ten  cities,  HUD  estimated  that  about  "250,000  to 
350,000  persons  were  hcneless  on  an  average  ni^t  in  Dw'wiiwi  1983  or 
January  1984*'  (HUD  Report,  p.l8).    Those  nmhers  happen  to  be  several  tines 
smaller  than  the  estimates  of  any  other  concerned  expert,  panel  or  agency. 

HUD  arrived  at  its  figures  in  a  curious  fashion.     Its  approach  to  counting 
the  homeless  consisted  almost  entirely  of  asking  otiier  officials  for 
estimates  and  of  reviewing  the  few  actual  street  counts  made  by  others. 
At  no  time  did  the  HUD  research  effort  involve  gathering  direct  evidence 
of  the  nunbers  of  hooeless.    No  resesrdi  worker  went  out  end  oouited  tiie 
homeless.    HUD  sinply  asked  others  to  make  guesses  about  the  problem. 


The  HUD  report  acknowledges  that  "No  one  has  done  a  thorough  census  of 
the  homeless  population  In  the  U.S.'*.     (p. 8).     It  also  indicates  that 
"an  actual  person  cotnt  of  the  homeless  would  be  useful"  (p. 6)  —  but  scne- 
how  concludes  that  HUD's  methcxls  of  estimating  the  problem  are  good  enough. 
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Those  "reoMEch  msdiods**  would  be  UufjaablB,  were  tiie  prdbUa  to  ^tiixh 
they  are  applied  of  a  lesa  catastxophlc  nagpltude.  The  estlaates  of  tiie 
nuBters  of  hcmpless  provided  fay  tiie  local  officials  are  Just  that  — 
vague,  top-of-the-head  estimstesl  Data  obtaitied  in  this  nanner  are  in- 
reliable  at  best.  It  is  obvious  that  the  answers  obtained  depend  greatly 
on  whom  you  ask.  It  is  doubtful  that  anotlier  researcher  repeating  this 
procedure  would  receive  even  renotely  similar  answers  if  he  were  to  ask  tlie 
sane  questions  of  a  different  group  of  respondents. 

In  other  words,  tlie  infooBation  gotten  fay  this  sort  of  tednique  is  ccopletely 
independable.  It  does  not  satisfy  any  of  tlie  basic  dsta-  collection  criteria 
normally  applied  to  research  in  the  social  sciences.  It  is  at  best  not  even 
secondary  data.  It  is,  instead,  a  collection  of  casual  est±uites  or  im- 
pressions about  a  serious  problem.  Possibly  the  estimates  and  inpressicns 
HUD  obtained  were  sincere.  However,  they  certainly  are  no  more  credible 
than  tlie  estimates  provided  fay  other  concerned  and  sincere  people.  For 
exaiple,  the  HUD  report's  authors  diose  to  disregard  tlie  estimates  given  fay 
the  Gcnmnity  for  Creative  HonViolenoe  (based  in  Washington,  D.C.)  concerning 
the  vutbeva  of  homeless.  Yet  they  gave  no  reason  why  their  informants*  estimates 
should  be  given  greater  wei^  than  OCMV's  figures. 

The  point  again  is  that,   in  the  absence  of  an  actual  census  of  the  homeless, 
any  estimates  are  nothing  but  expressions  of  opinion  —  and  tlie  answer  you 
get  depends  on  whom  you  ask.  These  kinds  of  estimates  may  have  seme  11ml  finl 
use  —  but  they  mist  not  be  confused  widi  true  researdi  data  that  meet  minimiin 
social  science  standards  of  reliability  and  validity. 

Another  major  flaw  In  the  HUD  report  derives  &om  its  writers*  analyses 
of  direct  counts  of  the  homeless.  They  adoiowledlge  that  no  natiooHide 
counts  of  the  hooeless  exist.  So,  to  generate  figures  on  the  homeless 
nationally,  they  used  three  extant  local  studies  —  surveys  conducted 
In  1983  In  the  cities  of  Phoenix,  Pittsburg,  and  Boston.  They  adnit 
that  **Ihese  counts  are  the  only  ones  known  to  exist  at  the  present  time*' 
(p.  17).  Yet  that  lack  did  not  stop  HUD  from  acaebcM  extrapolating  from 
those  figures  the  rvjoter  of  homeless  In  the  entire  Uhited  States! 

This  procedure  is  extremely  difficult  to  justify  from  a  research  point  of 
view.  The  HUD  approach  is  so  mechodologically  flawed  as  to  be  nearly 
worthless.  While  it  is  true  that  certain  population  groups  (such  as  the 


Digitized  by  VjOOQIC 


3312 


homeless)  can  be  estimtDed  from  flmoll  fWiilen,  It  is  also  true  that  tho— 
saoples  must  be  selected  according  to  rigorous  saq>ling  criteria.    Parianig 
most  iii|X3i:tant,  the  saoples  must  be  selected  according  to  random  proceduraa 
one  saople  mist  have  the  same  dianoe  of  being  studied  aa  any  of  numerDua 
other  saoples. 

(Xnrlously,  HUD  followed  no  such  pfrocedures.    By  no  stretch  of  the  ImsgjTiBrto 
do  iliese  studies,  conducted  in  Just  tliree  self-aelected  cities,  meet  any 
scientific  criteria  for  random  selection.    The  criterion  of  randanneas  is 
critically  important  when  small  saoples  are  used  to  estimate  populations, 
as  HUD  atteopted  to  do.    To  caa^ound  their  error,  the  HUD  authors  i^nocmd 
differences  in  methodology  that  were  used  in  the  three  cities.    Because 
contrasting  researdi  methods  were  used,  the  survey  findings  obtained  in  tiie 
three  cities  cannot  really  be  directly  oonpared. 


To  further  aggravate  matters,  HUD  made  an  inexcusable  error  in  using  tiie  data 
reported  by  the  Phoenix  stud/.    The  HUD  report  used  the  nunher  of  1813 
homeless  as  representing  the  street-comt  total  for  the  Phoenix  area 
(HUD  Report,  p.l7).    Yet  the  original  Phoenix  report  eatimated  the  total 
Tunbex  of  hoosless  aroizid  Phoenix  at  approodnately  3,000  individuals  (**Ihe 
Homeless  of  Phoenix",  p.114).    Consequently  HUD's  estimate  of  the  nuoher 
of  homeless  in  Phoenix  is  Just  aa  badly  flawBd  aa  its  other  figjurea. 

In  the  Boston  stud/,  the  researdiers  stated  plainly  that  they  **  were  not 
attempting  a  count  of  the  people  living  'on  the  atreet*  or  the  hooBlesa 
tttivuiaiily  housed  with  relatives  or  friends*'    (Hore  Than  Shelter.  Boston  1964, 
p.  xxii) .     In  other  %rords,  tiie  Boston  investigators  realized  they  were  by- 
passing many  of  that  area's  honeless.    Yet,  despite  this  clear  and  apeciflc 
qualification,  HUD's  staff  used  tha  couit  fraat  Boston  uncritically,  cum^aiing 
it  directly  to  the  nunbers  obtained  in  the  tuo  other  cities.    Again,  tiie 
methcxis  and  even  the  objectives  of  tfbeae  studies  were  not  directly  ooa|>arable. 
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HUDSON/PARK  NEIGHBORHOOD 
ASSOCIATION,  INC. 


Box  2313 
ESP  Station 
Albany,  NY  12220 


Fernando  StGermain,  Chairman 

House  Housing  &  Urban  Development  Committee 

2108  Rayburn  House  Building 

Washington,  D.C.   20515 


Dear  Mr.  StGermain: 

President  Reagan's  proposed  1986  federal  budget  includes 
severe  cuts  in  the  Community  Development  Block  Grant  Program 
and  the  elimination  of  four  other  housing  and  development 
programs.   These  other  programs  are  Urban  Development  Action 
Grants  (UDAG),  Section  312  rehab  loans.  Section  108  economic 
develoment  loan  guarantees,  and  the  Housing  Development  Grants 
Program  (HoDAG). 

I  am  extremely  concerned  about  the  effect  of  these  cuts  on 
rehabilitation  and  job  development  efforts  in  the  City 
of  Albany.   With  the  use  of  Community  Development  funds,  more 
than  1,500  dwelling  units  and  over  700  properties  have  been 
substantially  rehabilitated  within  Albany.  Approximately  70% 
of  the  property  owners  involved  have  been  low  and  moderate 
income  homeowners.  Many  of  the  properties  rehabilitated  were 
fomerly  abandoned  derelicts.   With  Community  Development  funds 
and  the  Urban  Development  Action  Grant  Program,  economic 
development  efforts  in  the  City  of  Albany  have  generated 
approximately  2,000  permanent  jobs. 

The  Tri-cities*  new,  recent  favorable  (19th  of  329)  nationwide 
rating  as  a  desirable  area  in  which  to  live  can  be  attributed 
in  large  part  to  the  revitalization  made  possible  by  these 
funds.  These  programs  have  had  a  significant  positive  impact 
on  the  City  of  Albany,  and  I  would  urge  your  support  to  retain 
them. 


Ha/ion  F.  Poulopoul6s,  President 
Hudson/Park  Neighborhood  Association,  Inc. 
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LANDALER 

AS50CMESK.  NM.BMI  lllMBOb 


March    18,    1985  %lex:7IO-Stl-20l2 


Honorable  Henry  B.  Gonzalez 
House  of  Representatives 
Rayburn  Office  Building,  Room  2129 
Washington,  D.C.   20515 

Dear  Representative  Gonzalez: 

It  was  my  pleasure  to  attend  the  hearing  held  on  March  14,  1985, 
concerning  the  National  Neheiniah  Housing  Opportunity  act,  at  th« 
Housing  and  Community  Development  Subcommittee  of  the  Housing 
Banking  Committee.   I  am  encouraged  and  gratified  that  the 
Nehemiah  initiative  is  being  considered  as  a  model  on  the 
national  level. 

At  the  request  of  Bast  Brooklyn  Churches,  I  prepared  the  enclosed 
memorandum  reviewing  of  a  draft  of  the  Act  which  is  to  be  a  part 
of  H.R.I.   All  members  of  the  subcommittee  should  be  receiving  a 
copy  of  this  memorandum,  multiple  copies  of  which  have  been  given 
to  Representative  Schuroer's  staff.   I  am  sending  you  this  addi- 
tional copy  because;  a)  you  showed  particular  interest  in 
Nehemiah  by  your  active  participation  in  last  Thursday's  hearing; 
and  b)  I  am  concerned  that  major  re-drafting  of  the  Bill  is 
needed  if  the  desired  benefits  of  the  program  are  to  be  enabled 
by  the  legislation. 

I  would  be  pleased  to  discuss  the  Bill,  the  Nehemiah  program, 
and/or  the  memorandum  with  you  or  your  staff  at  your  conveni- 
ence.  As  indicated  at  the  hearing,  Landauer  has  served  as 
advisor  to  East  Brooklyn  Churches  since  1981  on  a  pro  bono 
publico  basis.   My  personal  activity  in  Brownsville  and  Bast  New 
York  on  church-related  matters  has  spanned  nearly  twenty  yean. 
I  am  eager  to  be  of  the  greatest  assistance  in  assuring  that  the 
National  Nehemiah  Housing  Opportunity  Act  is  fashioned  to  maximum 
public  benefit. 

Sincerely, 

LANDAUER  ASSOCIATES,  INC. 

Hi^h  P.  Kelly 
Vice  President 


u-/ 


HFK:a 
Enc. 
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Memorandum  LANDAUER 

To  East  Brooklyn  Churches  (EBC) 

From  Hugh  P.  Kelly   LL^K^U^ 

Subject  "National  Nehemiah  Housing  Opportunity  Act" 

^><tf«  March  13,  1985 

On  the  occasion  of  the  March  14,  1985  Congressional  hearing 
concerning  the  proposed  National  Nehemiah  Housing  Opportunity 
Act,  you  have  asked  for  conunents  on  the  East  Brooklyn  Churches* 
Nehemiah  program  and  on  the  proposed  legislation.   I  am  pleased 
to  offer  these  remarks,  which  EBC  is  authorized  to  disseminate  at 
your  discretion. 

The  Nehemiah  program,  in  my  judgment,  makes  political  and 
economic  good  sense  for  New  York  City. 

Nehemiah  provides  a  highly  visible  and  significantly  large 
physical  improvement  in  the  City  over  a  very  short  period  of 
time. 

The  program  takes  wasting  municipal  hard  assets  -  streets, 
water  and  sewer  lines,  traffic  lights,  sut>ways  -  and  returns 
them  to  productive  use. 

Land  that  had  been  a  liability,  sitting  in  rem,  is  returned 
to  the  tax  rolls  over  time. 

By  providing  a  desirable  shelter  option,  Nehemiah  helps  stem 
the  outmigration  of  the  city's  minority  middle*class,  an  im- 
portant population  segment  particularly  in  this  era  in  New 
York's  history. 

-  Through  real  equity  involvement,  Nehemiah  provides  an  impor- 
tant opportunity  for  upward  economic  mobility  for  this  popu- 
lation cohort. 

The  program  should  be  fiscally  helpful  to  the  City,  by  re- 
ducing East  Brooklyn's  reliance  on  costly  services,  since 
single-family  neighborhoods  are  more  self-sufficient  than 
public  or  subsidized  housing. 


Digitized  by  VjOOQIC 


3316 


By  upgrading  the  built  environment,  Neheraiah  contributes  to  a 
reduction  of  the  social  tensions  which  are  quite  strong  in 
New  York's  poorer  neighborhoods. 

Affordable  housing  is  one  area  in  which  New  York  is  at  a 
tremendous  competitive  disadvantage  vis-a-vis  other  labor 
markets,  and  Nehemiah  marks  the  beginning  of  inroads  on  this 
problem. 

The  program  is  healthy  for  the  City's  body  politic  and  body 
economic.   Brownsville  as  it  exists  is  bad  for  the  City's 
bond  rating  and  a  disincentive  to  growth  for  the  City's 
corporations. 

I  am  inclined  to  be  supportive  for  any  attempts,  such  as  the 
proposed  legislation;  to  use  BBC's  Nehemiah  program  as  a  sodel 
for  community  redevelopment  efforts  around  the  country.   Because 
I  applaud  the  seriousness  of  purpose  in  the  proposed  National 
Nehemiah  Housing  Opportunity  Act,  I  offer  the  following  com- 
mentary on  some  of  its  provisions  in  the  hope  that  the  Act  in  Its 
final  form  will  capture  the  essential  spirit  (and  socio-econoBic 
common  sense)  of  EBC's  own  program. 

COMMENTS  ON  NEHEMIAH  BILL 

Definition  of  "Home* 

A  signal  feature  of  the  Nehemiah  Project  of  East  Brooklyn 
Churches  is  the  choice  of  the  single-family,  owner-occupied  housa 
as  a  vehicle  for  community  redevelopment.   This,  in  conjunction 
with  the  decision  to  build  a  large  number  of  new  hoaas  on  a 
series  of  contiguous  parcels,  has  encouraged  a  concentration  oC 
proprietary  interest  in  neighborhood  improvement.   I'm  concamad 
that  Section  3,  paragraph  2  of  the  Bill  defines  "hona"  to  mean 
any  one-to-four  family  dwellings.   Although  the  Bill  later 
(Section  6(d))  prohibits  leasing,  the  definition  of  "hoaa" 
introduces  ambiguity  of  intent.   To  the  degree  that  rental  units 
are  incorporated  in  the  program,  the  concentration  oC  proprietary 
interest  is  diluted.   Some  projects  seeking  to  encourage 
"affordable  housing"  have  chosen  the  two-to-four  family  houaa  as 
a  vehicle,  with  rental  income  expected  to  make  the  projects  mora 
financable.  The  Bill,  as  drafted,  does  not  seem  to  contamplata 
such  an  arrangement,  but  clearer  language  expressly  to  axcluda 
such  project  design  would  be  helpful. 
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The  Bill's  definition  of  "home"  includes  condominiuin  and  cooper- 
ative projects.   I  would  regard  these  forms  of  ownership  to  be 
less  desirable  alternatives  to  fee  title,  if  the  primary 
objective  is  community  redevelopment.   Both  condominium  and 
cooperative  ownership  necessarily  involve  encumbering  and 
distracting  intermediary  groups  (e.g.,  co-op  boards  or  condo 
associations),  with  administrative  and  financial  concerns 
tangential  and  occasionally  contrary  to  the  primary  purpose  of  a 
Nehemiah-type  project.   For  example,  under  forms  of  collective 
ownership  many  repair  and  maintenance  responsibilities  are 
exercised  by  the  board  or  association,  with  costs  shared  by  the 
members.   The  range  of  decisions  and  field  of  individual  action 
is  thereby  limited  and  the  return  of  control  -  both  in  terms  of 
personal  investment  and  its  rewards  -  over  the  family  living 
environment  is  diminished.   Additionally,  time  and  energy  must  be 
devoted  to  group  concerns  with  a  very  circumscribed  scope,  at  the 
expense  of  larger  civic  issues.  An  empirical  issue  should  also 
be  notedx   single-family  housing  has  demonstrated  its  surviva- 
bility' in  the  face  of  widespread  disinvestment  in  East  Brooklyn; 
collective  forms  of  ownership  would  be  a  social  experiment  of 
uncertain  benefit  and  considerable  risk  in  the  stressful  urban 
environments  referred  to  in  Sections  2(2),  7(e(3))  and  8(4)  of 
the  Bill. 

The  definition  of  "home"  includes  "any  manufactured  home".   One 
of  the  purposes  of  the  Bill  (Section  2(3))  is  "to  increase  the 
employment  of  neighborhood  residents  and  to  encourage  the 
learning  of  homebuilding  skills."   Furthermore,  the  program 
selection  criteria  (Section  8(6)  specify  "the  employment  of  local 
residents  in  the  planning,  and  constuction  or  substantial 
rehabilitation,  of  homes."  Since  few  individual  projects  are 
large  enough  to  justify  erection  of  a  factory  for  the  manufacture 
of  modular  housing,  the  inclusion  of  "manufactured  homes"  within 
the  definition  runs  counter  to  the  stated  purpose  and  selection 
criterion. 

The  definition  of  "home"  in  Section  3(2)  of  the  Bill  seems  to  be 
a  pro  forma  statement  of  scope,  intended  to  cover  low-density 
development.   I  believe  the  Bill  would  be  strengthened  by  more 
careful  drafting  in  this  section,  more  closely  matching  the 
eligible  hones  to  the  objectives  of  the  proposed  Nehemiah  housing 
opportunity  program. 
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Means  Test  and  Limited  Equity  Appreciation 

While  the  means  tests  provided  in  the  Bill  (vide;  Sections  3(3), 
6(b(l)),  and  7(e(5))  laudibly  intends  to  direct  the  Nehemiah 
Housing  Opportunity  Fund  to  families  of  demonstrated  need,  it 
should  be  pointed  out  that  such  means  tests  are  not  integral  to 
the  Nehemiah  Program  of  Cast  Brooklyn  Churches.   Neans  tests  also 
reduce  the  probability  that  the  purpose  stated  in  Section  2(2)  of 
the  Bill  will  be  achieved.   Rather  than  viewing  homebuyers  as 
"lower  income  families"  needing  to  qualify  for  public  assistance, 
purchasers  under  the  Nehemiah  program  should  be  understood  as 
partners  in  the  community  reinvestment  effort,  with  their  own 
equity  capital  at  risk.   An  appropriate  analogy  for  the  Bill 
might  be  the  Community  Development  Grant  Program,  in  which  ths 
community  as  a  whole,  rather  than  the  individual  family,  is  ths 
principal  beneficiary.  Over  the  years,  after  all,  the  honsbuysr 
will  be  committing  (in  cash  downpayment,  closing  fees  and  first 
mortgage  debt)  far  greater  amounts  of  funds  than  the  $15,000 
Federal  grant.   That  grant  itself  is  subject  to  repayment  undsr 
Section  5(b(4)  of  the  Bill.  Given  these  conditions,  the  dif- 
ficulty of  attracting  any  private  capital  into  the  neighborhoods 
contemplated  for  Nehemiah  Act  projects,  and  the  necessity  of 
establishing  creditworthiness  for  first  mortgage  financing,  I 
find  it  hard  to  justify  an  initial  means  test  for  potential 
purchasers  as  a  matter  of  program  policy. 

The  creation  of  sound  and  attractive  neighborhoods  in  areas  whers 
disinvestment  has  taken  its  toll  is  hardly  furthered  by  policies 
which  place  statutory  restrictions  on  equity  appreciation.   In  ay 
presentations  to  Nehemiah  homebuyers  prior  to  closing,  as  you 
know,  I  stress  protection  of  equity  bys 

a)  promptness  in  debt  service; 

b)  adequacy  of  insurance; 

c)  attention  to  home  maintenance;  and 

d)  involvement  in  community  affairs. 

The  rewards  for  the  acceptance  of  these  typical  honsownsr 
responsibilities  is  well-known  to  most  American  houssholdsi 
appreciation  of  equity  at  a  rate  greater  than  the  general  rate  of 
price  inflation  in  the  economy.  While  the  provisions  of  the 
Bill's  Section  7(3(5))  were  likely  drafted  with  the  praissworthy 
intent  of  extending  the  benefits  of  the  proposed  act  to  rssale 
purchasers  and  to  discourage  speculative  profit,  adverss  econonic 
results  are  largely  foreseeable.   The  limitation  on  equity 
appreciation  acts  as  an  economic  disincentive  to  responsible 
homeownership  and  would  predictably  lead  to  higher  than 
acceptable  rates  of  mortgage  defaults,  underinsurance,  deferred 
maintenance  and  renewed  cycles  of  decay  in  the  comBunity. 
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If  the  National  Nehemiah  Homeowners  Opportunity  Act  is  to  follow 
through  on  the  spirit  and  the  basic  economic  principles  of  the 
Bast  Brooklyn  Churches  Nehemiah  program,  the  provisions  of  the 
Bill  requiring  a  means  test  and  limiting  equity  appreciation  must 
be  radically  altered. 

Rehabilitation 


EBC*s  Nehemiah  program  involves  large  tract  construction  of  new 
housing,  using  the  abundant  vacant  land  on  Brownsville,  Bast  New 
York  and  other  neighborhoods  in  the  area.   There  stand  throughout 
the  area  large,  multi-family  dwelling  abandoned  and  in  various 
stages  of  decay.   The  rehabilitation  of  these  buildings,  while  an 
apparently  desirable  objective,  begs  the  question  of  the  cause  of 
their  abandonment  in  the  first  instance.   Rehabilitating  these 
structures  without  understanding  and  correcting  the  causes  of  the 
past  pattern  of  disinvestment  only  invites  a  repetition  of  sorry 
history.   Nehemiah* s  sponsors  wisely  chose  to  develop  new  single* 
family  homes,  a  form  of  housing  which  had  demonstrated  market 
preference  (as  documented  in  Landauer*s  report  to  you  dated 
November,  1982). 

I  understand  that  Bast  Brooklyn's  physical  conditions  are  not 
typical  of  all  depressed  urban  neighborhoods,  and  that  several 
cities  possess  a  substantial  stock  of  lo%#-density  housing  which 
could  be  rehabilitated  into  affordable,  safe,  and  sanitary 
dwelling  units.   I  caution,  however,  that  patterns  of  disin- 
vestment are  symptomatic  of  fundamental  economic  ills.   A 
Nehemiah  program  may  not  be  the  appropriate  prescription  in  all 
cases.   A  clear  answer  to  the  question  "Why  will  this  new  housing 
stock  survive  where  its  precursor  could  not?"  is  necessary  to 
distinguish  between  wise  and  foolish  commitments  of  scarce  funds. 

In  addition  to  these  major  substantive  comments,  I  have  a  variety 
of  less  critical  questions  about  the  text  of  the  Bill.   I  would 
be  happy  to  discuss  these  with  you  directly,  with  Congressman 
Schumer,  or  with  his  staff. 

These  comments  are  intended  in  a  positive  spirit.   Nehemiah  is  a 
replicable  model  which,  in  my  view,  ought  to  be  encouraged  in 
cities  across  the  country.   It  is  a  very  simple  program  in  its 
outline,  and  the  proposed  Act  should  seek  to  keep  it  simple.   My 
remarks  therefore  have  been  devoted  to  matters  which  seem 
essential  to  the  success  of  future  Nehemiah-like  efforts.   I 
encourage  further  collaboration  toward  such  an  objective. 


HPK:a 


Digitized  by  VjOOQIC 


3320 


Ml 


liirpctoi 


imi 


SpuinU 


ExecuTive 
conniTTCL 


SIONCV    BLITZ 

Radford  Tonrtahip 

ELLtN   CN:;eCRC 
Vic*  Chair«an 
OvartMrn  Hei^t* 

JULIA    CHASe 

Secretary 
C«r>«t»«e  County 

SUSAN    niLLLR    ANDCRSON 
Treasurer 
City  of  Taylor 

RUBLRT    0.    HcKAHON 
Progra*  Chairaen 
SCnCK 

RIC-»RP   R.    BCLTZ 
City  of  Royal  Oak 


STATEMENT 
BY 
MICHIGAN  COMflmiTY  DEELOPMSNT  DUBCTOtS  ASSOCUTIOM 
IN  OPPOSniON  TO 
PROPOSED  FISCAL  1986  FEDERAL  BUDGET  CUTBACKS  IN 
COtMJNITY  DEVELOPMENT  BLOCK  GIUNT, 
UDAG  AND  RELATED  PROGRAMS 

The  Michigan  Connunity  DcvclopiMnt  Directors  Aatociation  (HCSDA) 

it  composed  of  profeaaionals  who  a<kainiater  Goanniiiitjr  Dtvloyant 

type  programs  on  behalf  of  more  than  100  General  Furpoa«  Local 

Covemnenta  within  the  State  of  Michigan. 

And,  whereas  the  FY  '86  proposed  budget  plan  call a  for  the  alia- 
i nation  of  Urban  Development  A'^tion  Granta  (UD^C),  a  lOX  Ctttkack 
for  Coomunity  Development  Block  Granta  (CDBG),  ccnaolidation  of 
The  Faracrs  Home  Public  Facility  Progr«B  with  the  COBC  AmII  Cltlaa 
Progr«B.     Funding  to  r-we  from  a  propoaod  ahlft  of  CDK  Eatitlamapt 
Jurisdictional  formula  dollars  to  i.dn>entitlement  Jurisdictions. 
Sdid  formula  change  would  cut  back  CDBC  Enti decent  juriadlctioaal 
funding  by  24.31  and  expand  the  niaber  of  n^ral  Jurladlctioaa 
competing  for  CDBC  non- entitlement  AmII  Cltlaa  dollars. 

T  ^refore,  as  practltlonera  in  the  field,  NCDOMi  prasaata  hsrawltli 

some  of  the  more  important  reasons  ub  to  why  f Iscsl   *66  aad  futwra 


"DEOtOKTEO  TO  COMMUNITV   IMPflOVCMeilT " 

12121    HCniNCWAY      /      RCOrORD,    N1CNI6AN     «t<9f 
Phonal     (313)  137-2170 
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CDBG/UDAG  funding  levels  should  «t  least  not  be  reduced  below  current  Plscel  *85 
funding  levels: 

I.  CORRBNT  APPROPRIATION  LEVELS  BELOW  FY  1980  APPROPRIATION  LBVKLS 

The  Comnunity  Development  Block  Grant  (CDBG),  Urban  Davelopaent  Action  Grant 
(ODAC)  and  related  programs,  such  as  the  Section  108  Loan  Guarantaa  Program, 
are  funded  at  lower  levels  today  than  they  were  in  FY  1980.  On  the  other 
hand,  the  National  Administration  and  the  Congress,  without  providing  addi- 
tional budget  authority,  have  expanded  CDBG  goals,  objectives  and  eligible 
activities  to  fill  national  purpose  gaps  cuased  by  funding  cutbacks  in  other 
federal  programs. 

Also,  current  funding  is  spread  more  thinly  since  there  are  more  eligible 
municipalities  administering  CDBG  progrsna  today  than  there  were  eligible 
municipalities  in  FY  1980. 

Because  CDBG,  UDAO  and  related  programs  have  been  frosen  at  current  funding 
levels  since  FT  -82,  progr«B  purposes  have  bean  expanded  and  more  eligible 
municipalities  share  in  the  funding  each  federal  fiscal  year,  aald  prograsw 
are  already  in  a  '*freese  plua**  situation.  Furthar  funding  reductions  would, 
therefore,  spread  resources  too  thin  to  appropriately  respond  to  the  progrva'a 
national  goals  and  objectives* 

Therefore,  it  is  urged  that  roBG/UDAG  and  related  programs,  such  aa  The 
Farmers  Home  Public  Facilities  Progr«B  be  refunded  during  Fiscal  *86  at 
Fiscal  *85  levels.  It  is  also  urged  that  the  currant  701-301  split  for 
CDBG  entitlement  and  non-entitlement  Jurisdictions  remain  aa  la. 

II.  CDBG.  DDAC  UNIQUE  FEDERAL  LOCAL  PARTNERSHIP 

CDBG,  UDAC  has  been  one  of  the  aarllaat,  moat  ambitious  and  most  succaaaful 
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f«dtr«l/loc«l  partnerships  which  has  trtr  •volv«d. 

With  the  exception  of  the  State  CDBC  Small  Cities  cooponent,  local  gaaaral 
purpose  govemnents  receive  fundlrg  and  are  directly  accountabla  to  tha 
federal  government  in  carrying  out  specific  congressional ly  astabllshad 
national  mandates  and  objectives  at  the  local  lavel. 

Local  govemrents  have  been  treated  maturely  and  have  bean  trusted  by  tha 
federal  government  tc  carry  out  said  national  objectives  in  tha  aost  flaicibla 
manner,  consistent  with  certain  federal  grants  and  reporting  requirements. 

CDBG,  UDAC  is  the  OHLY  direct  Feoeral/Local  Partnersh.p  ■achanlaa  in  place 
which  can  quickly  and  responsibly  iiBpl«Bent  new  congressional  ly  aaodatad 
objectives  within  local  governmental  Jurisdictions  which  have  larga  concaa- 
trstions  of  population.  The  most  recent  exanple  of  such  an  objective  was 
Public  Law  98-8  to  provide  productive  intaria  employnent  for  Joblasa 
Americans.  Another  example  of  a  new  oMndatad  congressional  initiative 
is  the  Rental  Housing  Rchsbilitation  Production  Progr«B  contained  within 
Public  Law  98-181. 

It  would,  there'' -tre,  appear  to  be  in  the  national  interest  to  keep  tha 
sforenentioneJ  Federsl/Local  Psrtncrship  mechaniaai  viable. 

Ill .CDBG.  UDAC  PROGRAMS  FNCOURACE  PR IVATE  TilVE'S'ngirr  AWD  ARB  WOW-IWrLATIOIIAItT 

The  vast  majority  of  CDBC,  UDAC  activities  and  physical  projects  era  daalfiMd 
to  preserve  and  add  value  within  neighborhoods  and  municipal itias.  CDK/UIMfl 
projects  also  have  a  track  record  of  leveraging  private  capital  and  creating 
permanent  Jobs  where  they  are  mo.t  oaadad.  For  ejcaaple»  aiaca  tha  lAAC 
progr«B  began,  $3  billion  in  federal  funds  have  lavaragad  mora  than  |17 
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blllioo  in  rn— tftnta  froa  prlTsttt^MCtor  ImrMton  loi  mam  thtm  |1** 
billion  fixMi  otter  fovoznMnt  •onrcna.     CiaKlntivniy»  amra  tkan  l»fOO 
«ctivo  or  eoaplvtod  projocta  tevn  rntvltnd  in  BDrn  tkan  400*000  mw  pnaw- 
nont  Job*  snd  have  goooratod  annnal  tax  xavanuaa  of  amra  tkan  1470  aillitMi. 

UDAT.  ftmda  hava  baan  carafully  targatad  to  eitiaa  ani  nrbaa  aoontiaa  ttet 
ara  most  distraasad  and  hava  baan  a  critical  factor  in  nrbaa  Tawitnlisation* 
UDMC  Funding  haa  alao  raducad  praaanraa  on  diatraaaad  ■nntrtpalitina  to 
divart  general  fund  noniaa  fron  critical  aaaaatial  aarvlcaa  to  ba  eoHpnti- 
tiva  in  attracting  private  aactor  invaataant  and  Jeba* 

Michigan  haa  been  a  najor  beneficiary  of  UIM6  Job  creation  pcojocta.     Aad 
while  ttere  night  be  a  need  to  aodifjr  tte  aalaction  pxocaaa  feo  anaUa  enrtain 
less  distressed  coonunttles  to  have  tte  opportunity  to  fond  warrhiiitU 
projects,  it  would  be  a  serioua  aistaka  to  cauae  tte  tasnination  of  OlMC* 

IV.   CBBC^  imftC  Bqn.PS  AWP  TtESlABTLnA'ClS   rJgWASTatlCTIBtE 

COBG,  ODAC  funding  has  telped  to  play  a  critical  tola  in  rnaiplaaBarlBt 
local  efforts  to  build  and  aaintain  atabla  rn— ilftai.     Ite  prlaazy  «•• 
of  CDBC  funds  haa  been  for  physical  davalopnent  activitiaat  aaeh  aa  partet 
street  iaq>rov«ments,  water  end  aawer  linaa»  clearance  of  datariomtnd 
structures  and  retebilitation  of  honaing. 

In  February  of  1984,  The  Congreaaional  Joint  IcoaoBlc  CoMidttoa  (JR) 
issued  a  report  projecting  e  $490  billion  atertfall  ''r'v*  1984  to  tte 
year  2000  to  neet  tte  needs  for  nelntenance  and  Intunii— Bti  to  tiM 
nation's  infrastructure.     Since  tte  fadarnl  deficit  inhibtta  a  Im«  tana 
coosdtinent  to  assist  the  cities  end  :;tataa  to  respond  to  eritical  lafra* 
structure  needs,  it  would  be  a  davaatating  blov  to  radnea  aniatin§  raaworcaa 
for  theae  purposes,  such  ea  tte  Cu— unity  Davnlopaaat  Uock  Grant  ffxofr«u 
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f.     CMC.  UDAC  TAK^yrP  TO  BPilFIT  LOW  IIICflMi  PPIOIIS  AMD  WIOHBOMIOODC 

Th«  prlnclpsl  b«n«ficlarlM  of  CDBC,  UDAC  art  p«ri»oiM  of  low  cod  aodorato 
Income  who  reside  within  the  Urt«ted  neighborhoods  where  CDBG  octlvltiee 
take  place  or  who  benefit  f-oa  the  types  of  Jobs  created  with  UDAfi  funding. 

Many  persons  on  fixed  Incooe  have  had  their  hoaes  repaired  and  rahabilitatad 
with  CDBG  funds.     Abandoned  school  bvildings  have  been  recyclad  and  new 
facilities  conatrucUJ  to  create  cooaimitjr  cenUrs  for  Aaerica's  aglat 
population.     Public  and  human  service  delivery  systems  have  been  auppln- 
meoted'  and  expanded  with  the  use  of  CDBC  dollars. 

In  general,  CDBC  has  played  a  very  important  role  in  assisting  low  mad 
moderate  incoce  parsons  in  melntalning  an  indepen'tent  living  life  stylo 
within  their  own  hor<s. 

By  assisting  fixed  and  lower  Income  households,   there  has  been  a  slowing 
down  and  In  numerous  Inatancaa  a  reversal  of  displacement  and  disiavoatmaats 
within  many  of  the  nation's  ol'ler  deteriorating  neighborhoods.     COiC  funded 
sctlvitles  have  helped  to  stem  what  once  was  a  t^and  to  ebandon  such  neigh- 
borhoods. 

OBG,  UDAC  dollars  invested  in  conserving  and  revitalising  noighborhooda 
Is  s  lot  less  costly  and  is  more  effective  than  the  messlve,  expearivo 
slia  cleerance  projecta  of  the  paat. 

VI.   Ill  COWQ'JSIOW 

The  CDBG/UDAC  progrsns  steonwd  from  a  complex  and  lengthy  history  of_ 
Initlstlves  by  both  the  Congress  and  the  Executive  Branch  to  carry  out 
broad  National  mandates  in  meeting  crucial  national  needs  and  prloritiast 
%Mle  at  the  same  tiaa  substaaUally  decantralisa  tha  daclsioaaakiag 
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prAcess  from  the  federal  to  the  local  govermental  level. 

Over  the  lest  10  years,  CDBC  has  proven  Itself  at  the  operating  level  aa 
being  an  effective  tool  in  implementing  the  **Mew  PederalisM**  in  federal- 
state-local  relations.  CDBG  haa  also  paved  the  ifay  for  inatituting  the 
delivery  of  many  other  federal  funded  progrsna  through  the  Block  Grant 
concept  at  both  a  cost  savings  and  with  increased  effectiveneas. 

CDBG/UDAC  Programs  work  and  are  still  needed  to  meet  national  goala  and 
priorities.  COBC  and  UDAG  have  already  been  downsised  and  aubaequently 
frosen  at  current  fmiJing  levels  since  Piscal  '82. 

HCODA,  therefore,  strongly  urges  that  CMG/UDAC  Prograsw  continue  to 
have  budget  authority  at  the  ssne  funding  levels  which  have  been  in  effect 
for  each  of  the  last  four  federal  fiscal  years  and  be  allowed  to  continne 
the  roles  assigned  to  said  programs  by  the  Congress. 

Respectfully, 

Michigan  Comnunity  Development  Directors  Association 


February  21,  1985 
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RBtirGOQfint 
HousiiigBonndatiop 


February  8.  198A 


Congressman  Fernand  J.  St.  Germain 
Room  2108  Rayburn  House  Office  Building 
Washington  D.C.  20515 

Dear  Congressman  St.  Gennain: 

I  am  writing  to  express  deep  concern  about  the  apparent  plans  of  the  Administra- 
tion to  end  current  federal  rural  housing  programs  and  transfer  responsibility 
for  rural  housing  to  the  Department  of  Housing  and  Urban  Development  (HUD).  The 
current  programs,  administered  by  the  Farmers  Home  Administration  (FMiA)  have 
assisted  over  half  a  million  rural  families  in  gaining  decent  housing.  However, 
the  problems  of  substandard  persist  in  in  rural  America.  The  demise  of  this  ef- 
fort would  almost  certainly  deny  the  opportunity  for  over  two  million  rural 
families,  still  living  in  substandard  housing,  the  same  chance. 

There  are  several  compelling  reasons  to  continue  the  current  progranis.  Transfer- 
ring responsibility  for  rural  housing  delivery  to  HUD  means  transferring  federal 
housing  assistance  from  a  local  County  Office,  located  in  the  connunityt  to  a  HUD 
office  located  in  a  more  remote  big  city.  The  plan  would  bring  an  end  to  the  pro- 
vision of  essential  local  assistance  to  the  rural  elderly  and  rural  families  in 
need.  Rural  builders,  who  use  the  FMiA  programs,  unlike  their  urban  counterparts, 
are  often  small  businesses  v^thout  travel  budgets  and  staff  to  go  to  HUD  offices 
for  their  loan  funds. 

Eliminating  the  direct  federal  lending  provided  by  Fni\A  virtually  assures  a 
dramatic  reduction  in  housing  production  and  critical  Job  creation  in  rural 
areas.  Because  there  are  over  500  rural  counties  with  no  federally  chartered  Sav- 
ings and  Loans,  and,  because  rural  areas  have  only  17%  of  the  nation's  savings, 
there  is  a  shortage  of  money  available  in  rural  areas  to  finance  home 
construction.  Rural  areas  depend  on  FVnHA  credit  to  provide  housing  for  low  and 
moderate  income  persons.  In  fiscal  198A,  FhtiA  assisted  in  the  production  of  over 
80,000  units  which  %^re  responsible  for  the  creation  of  over  100,000  jobs. 
Millions  of  dollars  %^re  spent  by  builders  to  buy  construction  materials  in  local 
builder's  supply  houses.  All  of  that  activity  would  be  lost. 
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Continuing  to  provide  the  opportunity  for  decent  housing  for  lov  and  mcxlerate 
income  rural  people  should  be  the  goal  of  federal  housing  policy.  A  plan  to  merge 
all  rural  housing  needs  into  the  HUD  assisted  housing  programs  is  flawed  on  at 
least  tvK>  points:  First,  the  resources  available  are  sorely  inadequate,  HUD  hous- 
ing programs  having  been  reduced  by  2/3' s  since  fiscal  1980  and  a  requirement 
that  20-25%  of  HUD  assistance  go  to  rural  areas  having  been  dropped;  second, 
rural  housing  problems  are  not  singly  a  smaller  version  of  those  facing  urban 
areas.  Rural  areas  have  over  50%  of  the  nation's  units  with  inadequate  plunbing. 
Over  90%  of  the  units  without  adequate  drinking  viater  or  an  acceptable  means  of 
\«astevRBiter  disposal  are  located  in  rural  areas. 

Because  there  is  not  enough  housing  stock  available,  rural  housing  cannot,  in  the 
short  term,  be  relogated  to  the  HUD  assistance  program.  In  the  long  term,  requir- 
ing an  even  split  of  HUD  funds  for  new  construction  between  urban  and  rural 
areas,  will  provide  rural  areas  v^th  a  volume  and  level  of  assistance  far  belov 
that  provided  by  the  current  FVnHA  program.  It  will  also  serve  to  increase  urban 
programs  because  of  an  effective  budget  reduction  there. 

Vital  rural  ccmmnities  are  essential  to  the  continued  health  of  agricultural 
production  who  depend  upon  them  for  trade  and  for  the  supplies  of  manpower  essen- 
tial to  their  crops.  HUD  is  the  Department  of  Housing  and  URBAN  development.  Its 
requirements  and  regulations  are  geared  to  URBAN  areas  with  substantial  staff  and 
data  bases.  Its  attitude  toward  rural  people  and  rural  development  problems  de- 
monstrate an  URBAN  bias;  its  suggested  solutions  to  problems  are  URBAN;  many  of 
its  programs  require  a  private  lender;  and,  most  significant  to  rural 
ccmmnities,  it  does  exist  in  the  rural  conraunity. 

I  strongly  urge  you  to  use  your  position  to  bring  attention  of  the  Administration 
to  the  housing  needs  of  rural  America  and  to  advocate  for  the  continuation  of  the 
successful  rural  housing  programs  of  the  Department  of  Agriculture  through  the 
Farmers  Home  Actainistration. 


Sinc$i;ely, 


lark  Harshf  iel( 
Executive  Director 
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RIVERSIDE  H  AVONDALE 

PRESERVATION,       INC. 


March  20,  1985 


The  Honorable  Henry  Gonzalez 
Chairman,  Housing  &  Community 

Development  Subcommittee 
2453  Rayburn  Office  Building 
Washington,  D.C.   20515 

Dear  Honorable  Representative  Gonzalez, 

As  a  representative  from  San  Antonio,  you  undoubtedly  appreciate 
the  merits  of  preserving  local  history,  architecture  and  culture. 
Through  federal  encouragement  of  historic  preservation  over  the 
last  two  decades,  cities  throughout  the  nation  have  come  to  un- 
derstand the  value  of  their  unique  cultural  resources.  Jacksonville, 
as  well  as  your  city  of  San  Antonio,  is  such  a  city. 

The  Riverside-Avondale  area  is  one  of  Jacksonville's  oldest  areas 
and  one  of  considerable  architectural  significance.   Though  the 
area  began  to  decline  following  World  War  II  with  the  growth  o£ 
Jacksonville's  suburbs,  it  has  made  great  strides  to  revive  much 
of  its  former  grace  and  elegance.   Beautiful  homes,  many  a  tribute 
to  local  architects,  once  again  display  their  striking  features. 
Business  districts  are  witnessing  a  return  of  neighborhood  shoppers. 
The  sixteen  parks  in  Riverside-Avondale  with  their  ancient  live  oakSf 
magnolias  and  dogwoods  are  havens  of  activity. 

This  renaissance  has  come  about,  in  part,  through  two  important 
federal  programs.   Community  Development  Block  Grant  (CDBG)  funds 
provided  matching  grant  monies  for  historic  and  architectural  surveys 
of  the  area.   These  enabled  RAP  to  have  completed  a  National  Register 
of  Historic  Places  nomination.   With  such  a  recognition  in  place, 
the  Investment  Tax  Credits  (ITC)  available  under  the  Economic  Re- 
covery Tax  Act  (ERTA)  can  continue  the  revitalization  by  providing 
incentives  to  renovate  structures  otherwise  not  economically 
desirable. 

Both  the  CDBG  program  and  the  Investment  Tax  Credits  (ITC)  are 
threatened  under  the  proposed  budget  package.   These  programs  have 
provided  great  assistance  to  Riverside-Avondale  and,  undoubtedly, 
to  hundreds  of  similar  neighborhoods  throughout  the  nation.   Please 
allow  these  neighborhoods  to  continue  their  revitalization. 
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The  success  of  these  programs  can  be  seen  through  revenues 
being  added  to  the  federal,  state  and  local  treasuries.   In- 
creased property  taxes  and  jobs  being  created  to  respond  to 
the  need  for  preserving  our  housing  stock  would  not  be  possible 
without  the  incentives  these  programs  provide. 

Please  support  the  full  funding  of  CDBG  and  the  continued  pro- 
vision for  the  ITCs.   They  are  important  to  the  preservation  of 
River side- Avondale . 

Yours  truly, 

Leslee  F.  Keys 
Executive  Director 

cc:   Richard  Bowers,  Director 
City  of  Jacksonville 
Department  of  Housing  &  Urban  Development 

Thomas  K.  Pur cell 
Chairman  of  the  Board 
Riverside-Avondale  Preservation,  Inc. 

LFK : pm 
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stiVIARGARET^ 
j  HOUSE 

49  Fulton  Street.  New  York,  NY  10038        (212)766«122 

Nancy  B.  Serpico   Admjiustrator 

April    18,    1985 

The  Honorable  Henry  B.  Gonzalez 
Chairman,  Subcommittee  on  Housing  and 

Community  Development 
Committee  on  Banking,  Finance  and  Urban  Affairs 
House  of  Representatives 
Washington,  D.  C.  20515 

Dear  Mr.  Chairman: 

On  March  6,  your  Subcoonittee  heard  testiaony  froa  Mr.  Randall 
Smith  on  behalf  of  an  organization  entitled  "Senior  Citixens  Fighting 
Mandatory  Meals".   Mr.  Smith,  who  is  a  resident  of  St.  Margaret's 
House,  indicated  that  his  organization  is  nade  up  of  other  residents 
of  St.  Margaret's  House. 

In  both  his  prepared  remarks  and  his  oral  testiaony,  Mr.  Siaith 
made  several  statements  concerning  the  operations  of  St.  Margaret's 
House  and,  most  especially,  the  manner  in  which  its  aeal  prograa  func- 
tions.  We  are  concerned  that  the  picture  painted  of  St.  Margaret's  by 
Mr.  Smith  does  not  in  all  aspects  accurately  reflect  the  reality  of 
St.  Margaret's,  its  tenants  and  the  services  nade  available  to  those 
tenants,  including  the  meal  program.   We,  therefore,  should  like  to 
request  that  this  letter  and  the  accompanying  materials  be  nade  a  part 
of  the  record  of  the  Subcommittee's  hearings,  preferably  inaediately 
following  Mr.  Smith's  testimony. 

Having  the  residents  take  at  least  one  neal  a  day  in  a  coasnuiity 
dining  room  has  long  been  recognized  as  an  essential  cosfx>nent  of 
congregate,  elderly  living.   The  congregate  concept  attempts  to 
involve  the  resident  more  actively  in  the  community  of  all  the  residents, 
providing  both  social  and  physical  support  to  the  individual  resident 
with  the  goal  of  sustaining  the  psychological  and  {rfiysical  health  of 
the  resident  as  long  as  possible.   Too  often  the  elderly  withdraw  into 
themselves  and  fail  to  provide  for  their  mininal  needs,  such  as  nutri- 
tious meals,  unless  a  support  system  such  as  that  provided  in  a  congre- 
gate facility  is  present.  While  all  housing  projects  for  the  elderly 
are  not  and  need  not  be  congregate  and  all  the  elderly  do  not  and  need 
not  care  for  congregate  living,  it  is  an  accepted  aode  of  providing 
housing  for  the  elderly  and  one  to  which  many  of  the  elderly  subscribe 
and  should  have  available. 
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HUD  has  long  recognized  the  validity  of  the  congregate  approach 
and  has  sanctioned  it  in  both  the  present  202  program,  which  was 
authorized  in  1974,  and  the  earlier  program  originally  authorized  in 
1959.   It  has  also  sanctioned,  in  connection  with  congregate  projects, 
the  requirement  that  each  tenant  pay  for  one  meal  a  day,  because  it 
recognizes,  as  do  most  other  impartial  observers,  that  most  meal  pro- 
grams could  not  survive  without  this  assured  patronage.   HUD  has  also 
indicated  that  if  sponsors  were  precluded  from  imposing  the  meal- 
purchase  requirement,  "it  will  likely  have  to  prohibit  central  dining 
facilities"  in  most  new  projects  since  they  would  no  longer  be  finan- 
cially feasible. 

All  tenants,  of  course,  are  informed  prior  to  taking  up  residence 
of  the  meal-purchase  requirement.   This  is  required  by  HUD  and  common 
sense  and  equity.   Whether  or  not  it  is  because  the  tenants  in  these 
projects  have  exercised  this  choice,  it  is  apparent  that  a  large  majority 
of  tenants  in  those  projects  with  mandatory  meal  programs  are  satisfied 
with  their  programs. 

In  its  report,  B-217752,  released  in  early  March,  the  General 
Accounting  Office  surveyed  all  HUD  Section  202  projects  to  determine 
which  of  those  had  mandatory  meal  programs  and  to  determine  how  those 
programs  operated.   Among  its  key  findings  was  that  70%  of  the  tenants 
in  these  projects  like  having  the  meal  program  in  their  project  and 
80%  would  not  want  to  withdraw  from  their  program,  even  if  permitted 
to  do  so.   Based  on  the  satisfaction  of  such  a  large  proportion  of 
the  tenants  in  these  projects  and  the  fact  that  reduced  participation 
could  undermine  the  feasibility  of  those  programs,  GAO  has  stated  that 
it  does  "not  believe  legislative  or  regulatory  action  is  currently 
warranted,  nor  would  it  be  effective,  in  addressing  the  personal  pre- 
ference issues  that  residents  raised". 

The  situation  that  GAO  has  identified  in  those  202  projects 
around  the  country  which  have  mandatory  meal  programs  is  most  similar 
to  that  which  exists  at  St.  Margaret's.   Mr.  Smith  represents  only  a 
small  minority  of  St.  Margaret's  residents — at  present  approximately 
20,  we  understand.   On  the  other  hand,  a  large  majority  of  St.  Margaret's 
residents  actively  support  the  program.   Last  fall,  after  Mr.  Smith  and 
a  few  other  tenants  instituted  a  suit  against  the  meal  progreun,  St. 
Margaret's  House  Resident  Council  circulated  petitions  amongst  the 
residents  asking  them  to  support  the  program.   197  of  289  residents 
signed  this  petition,  which  was  circulated  in  Spanish,  English,  and 
Chinese.   These  are  the  three  predominant  languages  spoken  by  St. 
Margaret's  residents.   I  am  enclosing  a  copy  of  one  petition  in  each 
language  with  the  signatures  thereon.   All  the  other  petitions  are,  of 
course,  available  if  you  desire  to  see  them. 
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The  action  o£  the  residents  in  circulating  this  petition  and 
obtaining  this  large  number  of  signatures  vas  done  entirely  without 
our  prior  knowledge.  This  strong  resident  support  has  continued,  as 
evidenced  by  the  recent  letter  to  you  from  Charlotte  R.  Leyden, 
President  of  the  Resident  Council,  who  states  that,  *1fe  are  whole-> 
heartedly  in  favor  of  the  Mandatory  Meal  Program  and  would  be  sefverely 
handicapped  should  it  be  discontinued."  I  hope  that  you  will  include 
Mrs.  Leyden's  letter  in  the  Subcoonittee ' s  hearing  record,  as  it 
represents  the  feeling  of  the  majority  of  the  residents  of  St. 
Margarets. 

In  addition,  a  letter  was  written  on  March  23  to  Senator 
Moynihan  by  Ruth  E.  Irving,  Chairman' of  the  Pood  Committee  for  the 
Resident  Council  of  St.  Margaret's  stating  that,  "It  would  be  a 
great  hardship  to  every  resident  if  this  program  was  discontinued." 
I  am  enclosing  a  copy  of  Mrs.  Irving 's  letter  and  request  that  it 
also  be  included  in  the  hearing  record. 

St.  Margaret's  House  is  located  in  lower  Manhattan  and  contains 
250  units.   It  opened  in  the  fall  of  1981,  having  been  developed  under 
the  sponsorship  of  Trinity  Church.  The  project  was  developed  as  a 
congregate  facility,  including  the  requireaient  that  each  tenant  pur- 
chase one  meal  a  day.  This  decision  was  based  on  the  experience  of 
the  sponsor  with  two  other  projects  which  did  not  have  meal  services 
and  was  approved  by  HUD. 

St.  Margaret's  provides  t%K>  meals  a  day,  seven  days  a  week. 
Its  charge  for  one  meal  per  day  is  $110  a  month  or  $3.67  a  meal.  This 
price  has  not  changed  since  the  project  was  opened.  Since  its 
inception,  the  meal  program  has  operated  with  a  deficit  which  has 
been  made  up  by  the  sponsor.  Trinity  Church. 

A  tenant  may  eat  his  required  meal  either  at  lunch  or  at  dinner 
(on  Saturday  and  Sunday ,  brunch  is  served  rather  than  lunch) •  Bach 
lunch  and  dinner  provides  a  soup,  a  choice  of  three  entrees  at  dinner 
or  t%K>  at  lunch,  salad  bar,  a  choice  of  desserts,  and  beverages.  The 
menus  are  prepared  under  the  supervision  of  a  dietitian  and  contain 
a  great  degree  of  variety,  both  from  day  to  day  and  week  to  week. 
Enclosed  is  a  copy  of  a  recent  ireek's  menu. 

In  addition  to  the  meal  program,  St.  Margaret's  offers  a  wide 
array  of  other  services  and  activities.  These  include  a  large  variety 
of  group  activities,  health  clinics,  educational  programs,  and  other 
social  programs.  These  programs  are  staffed  by  a  combination  of  paid 
and  volunteer  workers  under  the  supervision  of  a  Director  of  Human 
Resources  and  a  Director  of  Social  Services.  The  two  directors. 
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trained  as  social  workers,  feel  very  strongly  that  the  mandatory  meal 
prograsi  is  an  essential  aspect  of  the  total  program  they  help  to 
provide  to  the  residents.   Enclosed  is  a  letter,  dated  April  17,  1985 » 
from  these  directors  to  you,  setting  out  their  views. 

I  should  like  now  to  deal  with  some  of  the  points  raised  by 
Mr.  Smith  in  both  his  written  and  oral  presentations  to  the  Subcommittee. 
Mr.  Smith  makes  a  major  point  of  the  so-called  excessive  cost  of  the 
meal  program,  citing  the  availability  of  other  meal  sources  both 
publically  assisted  and  private.   Yet,  he  never  spells  out  whether 
the  publically  assisted  sources  are  readily  available,  nor  does  he 
indicate  «rtiat  the  cost  of  a  meal,  comparable  to  that  served  at  St. 
Margaret's,  would  be  if  served  at  a  private  restaurant  in  the  vicinity 
of  St.  Margaret's. 

Many  of  our  tenants  are  physically  incapable  of  traveling  the 
many  blocks  that  trould  be  necessary  to  reach  a  Senior  Citizens  Center 
to  obtain  a  subsidized  meal,  and  most  of  them  could  not  afford  the  cost 
of  meals  in  private  restaurants  in  the  vicinity  of  the  project.  We  have 
surveyed  the  charges  of  nearby  restaurants  and  none  of  them  can  come 
close  to  matching  our  per  meal  cost  for  a  coiqparable  meal.   In  most 
instances  the  cost  of  just  a  sandwich  and  beverage  is  higher. 

Mr.  Smith  alleges  that  the  cost  of  the  meal  program  is  excessive 
in  relation  to  the  incomes  of  the  residents  of  St.  Margaret's.   He 
points  out  that  the  meal  charge  in  many  instances  is  more  than  the 
monthly  rent  paid  by  the  tenant.   That  is  a  subsidized  rent»  of  course, 
and  it  is  subsidized  precisely  to  permit  a  low-income  elderly  person 
living  in  a  202  project  to  have  sufficient  funds  left  over  after  rent 
is  paid  to  cover  the  cost  of  food  and  other  necessities.  We  recognize 
that  those  «rtio  reside  in  St.  Margaret's  are  of  low  income.   In  fact, 
this  is  why  Trinity  Church  subsidizes  the  shortfall  and  why  the  meal 
charge  is  reduced  to  those  tenants  whose  incomes  are  very  low,  in  order 
to  permit  them  to  have  a  certain  minimal  amount  left  over,  after  their 
rent  is  paid,  for  other  living  costs. 

Mr.  Smith  makes  a  big  point  of  the  fact  that  the  cost  of  meals 
at  St.  Margaret's  includes  the  cost  of  preparing  and  serving  that  meal. 
This  he  contends  drives  the  cost  of  that  meal  above  what  it  trould  cost 
an  individual  buying  and  preparing  the  food  himself.   It  is  certainly 
true  that  it  does  cost  to  have  a  staff  to  prepare  and  serve  the  meals. 
However,  the  food  cost  itself  is  substantially  less  than  if  an  indivi- 
dual was  attempting  to  buy  small  portions  for  his  or  her  use,  and  it 
is  highly  unlikely  that  anywhere  near  the  variety  of  food  provided  under 
the  meal  program  could  be  purchased  at  any  significant  savings  by  an 
individual . 
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Mr.  Smith  contends  that  the  meal  program  is  incoapatible  with 
the  heritage  of  many  of  the  residents,  especially  those  of  Chinese  or 
Hispanic  descent.   He  contends  that  these  residents  are  not  used  to 
eating  American  cafeteria-style  meals  and  that  It  is  too  late  In  their 
lives  to  change.  The  best  response  to  this  concern  Is  that  It  Is 
apparently  Mr.  Smith's  and  not  one  that  the  vast  majority  of  our  residents 
who  are  of  Chinese  and  Hispanic  descent  have,  as  evidenced  by  the 
numerous  residents  of  those  heritages  «fho  signed  the  petitions  mentioned 
earlier. 

Mr.  Smith  reiterates,  in  his  written  statement,  the  argument 
made  in  his  law  suit  against  St.  Margaret's,  that  the  mandatory  meal 
program  is  a  violation  of  the  Sherman  Anti-Trust  Act.  Me,  of  course, 
strongly  disagree  that  this  type  of  arrangement,  long  sanctioned  by  the 
Federal  Government,  is  the  type  of  activity  meant  to  be  prohibited  by 
the  Sherman  Anti-Trust  Act.   His  follow-up  contention  that  a  meal 
program,  such  as  that  offered  by  St.  Margaret's,  is  for  the  financial 
convenience  of  the  landlord  totally  flies  in  the  face  of  the  facts 
and  realities  of  the  situation.  St.  Margaret's  is  a  nonprofit  organisa- 
tion that  exists  solely  for  the  purpose  of  providing  congregate  housing 
for  the  residents  of  the  project.  There  is  no  financial  benefit  to 
it.   In  fact,  it  must  look  to  outside  subsidies  to  continue  the  meal 
program,  as  it  is  now  constituted. 

In  his  oral  testimony,  Mr.  Smith  repeated  many  of  the  assertions 
made  in  his  written  statement  and,  in  addition,  brought  up  sosm  new 
Issues.   He  attacked  the  GAO  Report,  apparently  because  It  does  not 
bear  out  his  contentions.   As  is  evident  from  their  Report,  GAO 
endeavored  to  survey  the  total  universe  of  202  projects  with  mandatory 
meal  programs.   While  that  survey  solicited  opinions  from  project 
managers  as  he  notes,  it  also  solicited  the  opinion  of  a  stratified, 
random  sample  of  888  residents,  out  of  the  approximately  6,900  living  in 
202  projects  with  mandatory  meal  programs.   699  or  79%  responded  and 
they  overwhelmingly  supported  the  mandatory  meal  programs  In  their 
projects.   While  Mr.  Smith  does  not  like  the  results,  tbey  are  essen- 
tially parallel  to  our  experience  at  St.  Margaret's,  where  only  20  of 
our  289  residents  have  indicated  their  dissent  from  the  meal  program. 
Actually,  that  is  only  7%,  substantially  less  than  the  17%  found  In  the 
GAO  survey. 

Mr.  Smith  attacked  the  financial  operation  of  the  meal  program, 
the  quality  and  nature  of  the  food  served  and  the  rules  governing  the 
program.  We  feel  that  the  financial  arrangements  we  have  entered  Into 
are  reasonable,  with  the  food  services  contract  being  competitively 
let.   As  a  result  there  has  been  no  increase  In  the  meal  charge  since 
the  project  opened  in  1981.  Of  course,  the  food  service  company  makes 
a  profit  on  its  services;  if  it  did  not  it  would  soon  go  out  of  business. 
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We  believe  that  the  variety  q£  the  food  that  is  offered  our 
residents  is  aa  good   as  on?  can  find  in  any   good  restaurant   Each 
dinner  provLdes  a  choice  of  three  entrees  and  it  is  seldcm  that  a 
tenant  is  not  able  to  exercise  that  option  ujiIcsh  he  or  she  arrives 
Juat  prior  to  clofllnq   Seconds  are  available  and  exchanges  and 
Bubatitutions  are  permiftHible.   in  addition,  special  dietary  needs 
brought  to  our  attention  will  be  met  if  at  all  possible. 

We  have  also  endeavored  to  deal  vith  the  problem  of  those 
tenants  who  are  unable  to  use  their  ttwal  tickets  because  of  being  away 
or  hospital ixed   When  we  opened  we  were  advised  by  the  HUD  official 
responsible  for  supervising  our  project  not  to  nialte  any  exceptions  to 
the  loeal  requireniBnt/  because  ot   the  posslbl  ity  of  not  being  able 
to  control  the  exceptions  and  thus  not  being  a]?le  to  aiaintain  the 
financial  feasibility  of  the  meal  operation.   Since  then  we  have 
gradually  aoftsned  that  policy.   Initially,  in  1983,  the  policy  was 
changed  to  permit  a  miBsed  meal  ticket  tc  be  used  anytime  within  the 
succeeding  three  days   That  has  now  been  expanded  to  the  month  in  which 
the  mea  is  missed   Furtherniore  we  have  established  a  policy  of 
giving  credit  for  meals  niBsed  for  five  consecutive  days  or  more  for 
anyone  confined  to  a  hospita  and  for  those  on  vacations  and  who  will 
be  absent  for  IS  days  or  more. 

I   Should  like  to  deal  with  just  one  more  point  raised  by  Mr. 
Smith.   This  issue  deals  not  with  the  operation  of  the  neal  program  but, 
Instead,  with  the  basic   initial  operation  of  the  project  and  the  extent 
to  which  it  was  marketed  in  an  affirmative  fashion  to  all  potential 
applicants J  regardless  cf  race   creed   national  origin »  etc,   Hr.  Smith 
gives  the  impression  that  St.  Margaret  s  started  cut  favoring,  in  Mr. 
Eraith's  wordSr  "elderly  people  froTn  the  Trin  ty  Church,  but  fwe) 
didn  t  have  any  Alacks   Puerto  Ricans  or  Chinese"    Ke  then  indicates 
that  St     Margaret  a  was  taken  to  Court  and  a  settletnent  of  that  suit 
forced  us  to  open  up  the  project   It  Is  true  that  a  suit  was  brought, 
but  it  is  not  true  nt  all  that  those  tenants  selected  prior  to  the 
settlement  of  the  suit  did  not  reflect  a  broad  open-occupancy  policy. 

In  accordance  with  HUD  requirements,  the  aval lability  of  the 
project  was  advertised  in  minority  language  publications,  for   those 
of  Hispanic  descent,  an  advertisement  was  placed  in  a  leading  Spanish* 
language  iiewspaper,  EL  DIARIO.   Unfortunately   that  newspaper  contrary 
to  our  instructions   published  the  ad  in  English   As  a  result   a  suit 
was  brought  seeking  to  have  us  start  the  initial  occupancy  effort  over. 
A  complete  restart  was  resisted  by  us  because  about  fl,000  people  responded 
to  the  first  set  o   advertisements,  but  we  did  agree  to  hold  back  100 
units  and  we  readvertised  those  units  with  the  proper  language  ad  in 
EL  DIARIO.   Incidentially,  it  was  from  this  readvertise^nent  and  unit 
hold-back  that  Mr.  Smith,  obviously  not  in  need  of  a  Spanish  language 
newspaper,  got  his  apartment. 


Digitized  by  VjOOQIC 


3336 


The  occupancy  of  the  Initial  150  units  was  ^pprosciimtely  55% 
White ^  non-HlGpanic;  32*  AAian   T  Black   non^Hispanic ?  onia  5t  HiBpaalc, 
both  Black  and  White.   Aa  of  October  31   198^,  our  occupancy  was 
4pproKinatel/  45*  White   non-Bispa/ilci  321  Aalani  oon-Bt»panic?  L2% 
Blacky  non-Hispanic  and  101  Hiapajiic,  White,  Slack,  or  Asian.  Km 
can  bfl  aeenr  the  occupancy  has  not  changed  aignif leant ly,  althoa9h 
there  has  been  sontewhat  of  a  shift  from  (<hlt«,  non-Hispanic*  to 
Hispanic. 

We  hope  the  information  that  we  have  supplied  in  this  l^ttar 
will  help  ycu  to  form  a  iootg   z^ounded  view  of  congregate  housing  for 
the  elderly  and  the  appropriateness  of  mandatory  veal  prograas  in 
Connection  with  such  housing,  in  general,  and  with  respect  to  St. 
Margaret's,  in  particular.   We  believe  strongly  that  there  is  a  definite 
place  for  congregate  facilitiea  auch  as  St-  Margaret's  in  the  panoply 
of  programs  provided  to  peet  the  needs  of  the  nation's  elderly 
especial ly  those  of  limited  nieans-   As  long  ^s   these  projects  tiakLe  it 
fully  clear  to  prospective  tenants  that  they  will  be  required  to 
participate  in  a  loeal  program  and  those  pro^rabs  are  coiiducted  undsr 
supervision  of  the  Department  of  HouBing  and  Urban  Devclopi»ent  to 
assure  that  they  are  administered  in  a  reasonable  fashion  at  the  lowest 
possible  meal  cost,  we  believe  that  they  should  be  allowed  to  cunti-noe. 

We  urge  that  you  reconsider  the  proposed  prohibition,  cont4ined 
in  Section  106(b)  of  H.R.  1,  on  mandatory  meal  programs  in  future  203 
projects   Certainly  if  you  and  the  5ut)coinadttee  E«el  that  further 
standards  are  necessary  for  the  proper  adniniatratlon  of  such  programs* 
we  urge  that  that  direction  be  provided  to  HUO   But,  the  abolition  of 
a  long-standing  and  successful  practice,  as  attasted  by  the  GAO*s  Report* 
should  not  be  undertaken. 

And  most  definitely,  we  urge  that  the  proposal,  to  have  existing 
projects  with  these  programs  changed  to  voluntary  participation   nt^t 
be  enacted  unless  HUD  iB  provided  the  financial  means  to  assure  the 
continued  financial  feasibi  ity  of  those  projects  and  their  tteal  pco^raes 
Otherwise   the  residents  of  £t  flargaret  a  and  of  the  alnost  100  other 
202  projects  with  mandatory  raeal  programs  wi  I  moat  likely  find  them- 
selves without  the  daily  meal  in  a  connunity  setting,  which  they  under- 
stood would  be  there  when  they  moved  into  the  project* 

Thank  you  for  this  opportunity  to  present  our  views  and 
reconnnendations.   If  we  can  supply  you  or  the  £ubcoainittee  with  further 
information,  please  do  not  hesitate  to  call  on  ne. 


Sincerely, 


Enclosures 
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Octobtr  23,  1M4 


TO  WON  IT  NMr  OONCeitN: 

W%,   the  undtrsitned  MsidMts  of  St.  Ntrgai«t*s  Houm,  49  l^lton  StrMt,  New 
York  City.  Irish  to  stato  our  iAiol«hoart«d  support  of  tlit  food  sorvico  now 
in  offoct  in  this  rotidonco.  Our  aojor  roasoas  for  tho  Mod  to  continuo 
this  piogrf  sro  as  follows: 

1.  Farticipation  in  tho  food  piofraa  was  aa  iatogral  part  of  tho  loaso, 
folly  dascribod  and  uadarstood.  iddch  rosidants  sitnad  bofora  occupaacy. 

2.  For  tha  raasonabla  coat  of  oaly  $S,€r,  «o  can  aalact  a  fivo  coursa 
balaacod  and  nutritious  naal  daily. 

S.  Tha  aaal  ralaaaas  us  fton  a  larga  part  of  tha  hurdan  of  shopping 


4.  Tha  onoa  a  day  naal  is  a  nacasaity  for  our  diaablad  rasidantat 
singla  Ban  and  woaian  unabla  or  vadlling  to  shop*  cook  and  daan  op 
after  aatin|. 

5.  Bating  in  tha  baautifiil  Dining  Roan  at  St.  NargarotU  has  givan  ua 
tha  opportunity  for  aaking  friandi  and  coanunieating  with  naighbors 
Mhich  ia  of  aspocial  aignificanca  to  thoaa  of  us  without  ralativaa. 

Wt  urga  tha  coatinuanca  of  thia  lifa-axtanding  bonaficial  sarvica. 
IJawa  ^pt»  Wo.    IJawa  ^pt.  Wo. 
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Cv'«ur».  e.j^ 


•  \»:.  a'oa.jj  lir. laiitc:;,  rcnl  :':ntcc.  dc  i--  !',  nltuatla  -.1  el  nur.'.ri  i\'; 
•i-:  lo  ^callc  j'uito'i,  lev/  ;  >ri.,  ii.V,,  Uocca...oi;  ex  vr.-rar  ^c  to  > 
c-jra7.oM  iiui.;ibro  a^  u^o  ai  :«laii  dc  co:;;idrc  que  e:;va  r.iiora  *;ii  vi- 
^xncla  en  CLla  rerddcncla.  iiueutrac  prlncltjaics  razones  part's  qjc 
continue  c;jtc  prOopaioa  con  lac  ciculontci;: 


1.  l.a  participacioo  en^  progra'sa  Jc  couidaG  fuc  una  r»arte  .  ..to- 
cral  del  cbntrato  dc  arr«ndamicnto ,  co!splcta:9cnte  drccrito  v.* 
cntcndiuo,  cl  sisao  que  fuo  fir;:;ado  por  el  reeidonte  ant'^w  de 
mudarse. 

2«  ~'or  la  curia  razonable  de  o*67  podcdios  seleccioaar  'Jiariaitcnl-. 
cinco  platos  d^  coaida  nutrltiva  y  necesarla  para  nuestrc.  rain 

'  -' 
!(•  *;na  comlda  dlaria  ee  de  una  neceslda-i  abcoluta  para  nuebtrob* 
rccidontcs  con  Incapacldad  ffcica,  eolteroc  o  coltaras  que  no  * 
dcccan  coinprar  los  cocectibles,  cocinar  y  liiapiar  despues  de 
coQcr. 

3*  :'ste  servlcio  noc  alivia  en  ^an  parte  la  tarca  a^obloea  ie 
coLiprar  y  cocinar. 

^.  Ooaiendo  en  cctc  aagnf'flco  conedoren  la  Casa  do  Sta.  r.ar^oriic 
(.rv'?),  noE  ha  brindado  la  oportunidad  de  hacer  afuictadec  y 
couunicarnos  con  nuestros  vccinos,  lo  que  tienc  un  cicnlf ica- 
'lo  auy  ccpecial  para  aquelloo  de  nosotros  que  no  tcnoisoc  faiiiL- 
liares. 

ior  lo  tan  to,  solicitaAioi^  con  instancia  que  se  coatinu/  con  cstc* 
servlcio  beneficioco  que  aos  ayuda  a  prolongar  nucstras  vida:  • 

•p-fbr^  vi^Ptgi      I2fittS2x:&  ::->Ar.t 
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St.  Margaret's  House  Resident  Council 

49  Fuhon  Street 
hew  York.  NY  10038 


March  26.  198S 
The  Honorable  Henry  Gonzalez 
United  States  House  of  Representatives 
House  Committee  on  Banking 
Finance  and  Urban  Affairs 
Subconmlttee  on  Housing 
.> 


Dear  Mr.  Gonzalez: 

I  have  been  given  the  opportunity  to  read  the  statement  of 
Randall  Smith  "on  behalf  of  the  Senior  Citizens  Fighting  Mandatory 
Meals.  49  Fulton  Street.  New  York.  New  York."  An  unlnfonned  reader 
would  understandably  get  the  Impression  that  Mr.  Smith  speaks  for  most 
If  not  all  of  the  residents  of  49  Fulton  Street  (St.  Margaret's  House). 
This  is  overwhelmingly  untrue.  As  president  of  the  Resident  Council 
of  St.  Margaret's  I  can  assure  you,  and  have  evidence  to  prove,  that 
we  are  wholeheartedly  in  favor  of  the  Mandatory  Meal  Program  and  would 
be  severely  handicapped  should  It  be  discontinued. 

Before  presenting  to  you  what  seems  to  me  to  be  the  most  valuable 
argument  in  favor  of  the  meal  plan,  please  let  me  say  that  although  we 
are  in  our  retirement  years  we  still  have  a  healthy  respect  for  the  Iw. 
We  consider  the  lease  which  we  signed,  with  full  knowledge  and  eiplicit 
preinformation.  as  binding.  Any  cavalier  attitude  toward  such  a 
recommitment  is  unthinkable. 

No  doubt  you  are  aware  of  the  fact  that  a  large  number  of  our 
residents  are  in  wheelchairs  or  on  crutches  or  walkers.  To  picture 
them  easily  getting  to  a  shopping  center,  or  a  'Senior  Center"  or  to 
a  restaurant  (all  very  expensive  In  this  area)  Is  unrealistic.  It 
would  have  been  impossible  on  many  days  this  past  bad  winter.  Cooking 
a  full  meal  is  }/ery  difficult  for  the  handicapped.  Many  «en  (especially 
those  who  have  recently  lost  their  wives)  just  don't  know  how.  And  ^t, 
a  nutritionally  balanced  meal   according  to  all  experts.  Is  essential 
to  those  In  advancing  years. 

To  refute  the  statements  made  to  you  In  a  document  twelve  pages 
long  would  take  twelve  pages  for  proper  reply.  I  am.  however,  prepared 
«and  willing  to  do  so  if  called  upon. 
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Instead,  Mjr  I  point  out  what  I  an  certain  Is  the  nost  conpelling 
arguaent  In  favor  of  the  aeal  plan.    That  Is  the  opportunity  It  affords 
us  to  "Beet  and  greet*  our  fellow  residents.    Here  you  to  refer  only  to, 
say,  the  Chinese  who  have  coae  to  St.  Ptargaret's  recently,  how  mch 
better  It  Is  for  then  to  learn  about  the  customs  of  this  new  country 
ti(y>4i1ng11iig  with  us  In  our  dining  rooM  than  to  be  closed  In  their 
apartaents.     For  those  of  us  with  no  kith  or  kin,  the  dining  rooM  offers 
the  chance  to  nake  friends  and  develop  a  new  faally. 

Please  consider  this  point  of  view  and  weigh  It  against  the 
self  serving  reasoning  of  those  who  have  approached  you  on  this  sugject. 


Sincerely  yours 


.   Charlotte  R.  Leyden 
Council  President 
CRL:h1 
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*  Itereh  23,  196^ 

Th«  Hon.  D.  F.  Noynihan 

733  Third  A¥«nu« 

Mm  York,  M.  Y.  10017 

D^^r  Senator  Voynlhan 

I  Liva  in  an  apartaant  Houaa  for  Sanior  Citisana  and 
Handieappad  Paopla. 

Wa  hava  a  Mandatory  aaal  program  whieh  antitlaa  ua 
to  ona  wall  balanaad  naal  a  day. 

Thia  plan  ia  a  graat  aarriae  to  all  of  ua.  Va  don*t 
taava  to  do  a  graat  daal  of  ahoppiog  or  aookiog  ainaa  wa 
ara  aarvad  a  full  f iva  aouraa  lunah  or  dinnar.  Va  hava 
tha  privilaga  of  aating  in  tha  Middla  of  tha  day  or  in 
ttaa  avaning. 

It  would  ba  a  graat  hardfehip  to  avary  fiaaidant  if 
thia  prograa  waa  diaaontinuad. 

I  mm  writing  thia  lattar  on  bahalf  of  all  tha  Raaidanta 
and  aa  Chairman  of  tha  Food  Coaaittaa. 


Sinearaly  youra, 
Bath  S.  Irrliig 
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sfMARGARKT^ 
JHOUSE 


49  Fulton  Street.  New  York.  NY  10038        (212)766^122 


April  17.  1985 

The  Honorable  Henry  B.  Gonzalez 
United  States  House  of  Representatives 
Washington,  D.C. 


Dear  Congressman  Gonzalez: 

This  letter  Is  written  In  response  to  testlaony  given  before 
the  United  States  House  of  Representatives,  House  Coanlttee  on 
Banking,  Finance  and  Urban  Affairs,  Subcomlttee  on  Housing  on 
March  6,  1985. 

As  social  workers,  we  are  comltted  to  helping  Individuals 
sort  out  the  best  options  fbr  themselves.  In  our  admission  process, 
we  make  It  clear  that  St.  Margaret's  House  Is  more  than  an  apartment 
building.  Rather,  It  Is  a  supportive  community  for  senior  citizens 
and  disabled  residents  committed  to  enhancing  the  quality  and 
duration  of  Independent  living.  The  mandatory  meal  program  at 
St.  Margaret's  House  secures  the  congregate  dimension  which  forms 
the  core  of  our  program  and  the  heart  of  our  community. 

We  believe  that  Individuals  should  have  choice.  Not  evervone 
Is  comfortable  with  the  closeness  a  community  provides.  Particularly 
In  New  York  City  where  a  family  may  live  fbr  20  years  without  knowing 
the  names  of  their  neighbors,  moving  to  a  congregate  facility  may  not 
be  a  good  fit.  A  congregate  facility  such  as  St.  Margaret's  House 
Is  one  of  many  choices  of  life  styles  available.  Just  as  we  believe 
Individuals  should  have  a  choice  of  facilities  offering  a  range  of 
services,  we  believe  that  congregate  facilities  with  mandatory  meal 
programs  should  be  an  option  available  to  those  who  desire  It  and 
qualify. 

In  a  recent  survey  of  our  population  from  11/1/83  to  10/31/84, 
the  average  age  was  70.4  years.  Sixty  five  of  the  250  SNH  households 
had  Incomes  below  the  Federal  Poverty  Guidelines  fbr  that  period. 
Research  has  shown  that  the  elderly  living  alone  are  vulnerable  to 
poor  nutrition  which  has  an  adverse  Impact  on  health.  To  shop  In 
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the  Immediate  area  where  prices  are  highly  Inflated  by  the  South 
Street  Seaport  Restoration,  means  that  fixed  Income  food  budgets 
simply  cannot  be  stretched  to  provide  consistently  nutritious  meals 
across  a  month  period.  Fifty  eight  percent  of  our  population  was 
found  to  have  significant  medical  problems  or  disability.  The  less 
expensive  grocery  stores  are  not  within  walking  distance  for  those 
with  disabilities, 'inness  or  frailty.  The  mandatory  meal  program 
provides  a  support  which  Is  non-st1gmat1z1ng  because  everyone  - 
young  or  old,  able  bodied  or  not,  well  off  or  poor  -  participates. 

The  social  opportunities  our  dining  room  provides  counters 
the  tendency  toward  Isolation  which  has  also  been  shown  to  be 
associated  with  a  lack  of  well-being  among  elderly.  Furthermore, 
SMH  Is  a  unique  housing  facility  In  regard  to  Its  ethnic  and  racial 
mix.  Thirty  three  percent  of  our  population  Is  Chinese,  13%  Black 
and  10%  Hispanic.  Among  our  nearly  300  residents,  twenty  languages 
are  spoken.  Our  mandatory  meal  program  serves  a  crucial  Integrative 
function  as  Individuals  who  would  never  be  brought  together  without 
the  mandatory  aspect  of  our  program  find  friends  and  acquaintances. 

We  are  a  new  facility  pioneering  new  solutions  to  old  problems 
In  housing  for  the  elderly.  Our  administration  welcomes  anyone 
Interested  to  visit,  speak  with  residents  and  staff  and  observe 
first  hand  our  unique  Conmunlty. 


Sincerely, 

Diane  K.  Sherwood,  M.S.W.,C.S.W. 
Director  of  Human  Resources 

/RTchard  F.  Pease,  M.S.W.,  M.  Div. 
Director  of  Social  Services 
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Senior  Advocates 
Legal  Aid  Society  of  San  Mateo  Countt 

PETEt  R  REID  2»a  FULLER  STREET 

fxtcunvt  omtcTOH  REDWOOD  CITY.  CAUFORNIA  940U 

TELCPHONt  (418)  S6B-SB22 

March  5,  1985 


Honorable  Henry  Gonzalez 
Sub-Committee  on  Housing  and  Community 

Development  of  the  Committee  on  Banking 

Finance  and  Urban  Affairs 
U.S.  House  of  Representatives 
2129  Rayburn  House  Office  Building 
Washington,  D.  C.  20515 


Re:   H.R.  1 

Mandatory  Meal  Programs  in 
Federally  Subsidized  Projects 
for  the  Elderly 


Dear  Congressman  Gonzalez: 


I  am  writing  this  letter  on  behalf  of  Illene  Birkelandr  Bla«c 
Stubblef ield,  Larry  Roberts,  Mildred  Simons  and  Bernadine  Thompson, 
all  of  whom  are  low  income  senior  citizens  who  reside  at  the  Rotary 
Plaza,  which  is  located  at  433  Alida  Way,  South  San  Francisco* 
California,  and  which  is  a  multi-family  housing  project  for  the 
elderly  that  is  subsidized  under  the  Section  236  Program  pursuant 
to  12  U..S.C.  1715Z-1.  Tenants  at  the  Rotary  Plaza  are  forced  to 
pay  mandatory  meal  charges  of  $70.00  per  month  as  a  condition  of 
occupancy  regardless  of  their  income  or  financial  circumstances* 

My  clients  support  H.R.  1,  Section  106(b),  which  would  require 
the  phasing  out  of  existing  mandatory  meal  plans  in  Section  202 
projects.  My  clients  urge  you  to  introduce  an  amendment  to  H*R.  1» 
Section  106(b)  which  would  extend  the  prohibition  of  mandatory 
meals  to  housing  projects  for  the  elderly  which  are  subsidisad 
under  Section  236  of  the  National  Housing  Act. 

My  clients  oppose  the  mandatory  meal  charges  to  which  they  ara 
subjected  for  a  variety  of  reasons.  My  clients  are  forced  to 
subsist  on  low  incomes  consisting  of  Social  Security  and/or 
Supplemental  Security  Income  (SSI)  benefits  and,  thus»  tha 
mandatory  meal  charges  work  a  financial  burden  on  them.  My  clients 
object  to  the  poor  quality  of  the  meals  offered  under  the  mandatory 
meal  program.  Some  of  my  clients  also  object  to  the  mandatory  maal 
program  because  the  meals  provided  thereunder  fail  to  satisfy  their 
dietary  and  medical  needs.  Finally,  many  elderly  tenants  regard 
the  mandatory  meal  charges  as  an  offensive  threat  to  their 
independence  and  a  violation  of  their  constitutional  rights  to 
privacy  and  assembly. 
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It  should  be  pointed  out  that  this  office  is  representing  low 
income  elderly  tenants  who  are  challenging  the  mandatory  meal 
policy  of  the  United  States  Department  of  Housing  and  Urban 
Development  (HUD)  and  the  Rotary  Plaza's  collection  of  mandatory 
meal  charges  in  Birkland  et  al.  v.  Rotary  Plaza  et  al.>  Case  No.  C 
84-2026  SW  (United  States  District  Court  for  the  Northern  District 
of  California,  filed  April  13,  1984).  Discovery  conducted  in  the 
Birkland  case  has  revealed  that  neither  HUD  nor  the  owners  or 
management  of  Rotary  Plaza  have  either  clearly  articulated  or 
uniformly  applied  policies  concerning  when  and  how  tenants  can  be 
excused  from  mandatory  meal  charges  for  medical,  financial,  or 
dietary  reasons. 

It  should  be  pointed  out  that  the  problem  of  mandatory  meal 
charges  is  widespread.  Mandatory  meal  charges  adversely  affect 
many  elderly  tenants  of  federally  subsidized  projects.  According  to 
HUD*s  own  survey,  there  are  at  least  seven  (7)  housing  projects  for 
the  elderly  with  mandatory  meal  programs  in  the  San  Mateo  County 
area.  (Memorandum  from  Janet  Browder  to  Jonathan  Strong,  which  is 
attached  hereto  as  Exhibit  1.)  -'  Apparently,  both  a  Section  236 
project  and  a  Section  202  project  in  San  Mateo  charge  elderly 
tenants  mandatory  meal  charges  of  $150.00  per  month  for  two  meals 
per  month.  (Memorandum  from  James  Tahash  to  Janet  Browder, 
attached  hereto  as  Exhibit  2.)  Finally,  HUD  has  failed  to  monitor 
or  to  require  prior  written  approval  of  increases  in  mandatory  meal 
charges  as  is  required  by  the  Regulatory  Agreement  under  the 
Section  236  program.  (Memorandum  of  November  30,  1984  from  James 
J.  Tahash  to  Keith  Axtell,  attached  hereto  as  Exhibit  3.) 

It  should  be  pointed  out  that  over  the  past  few  years  this 
office  has  frequently  received  complaints  from  elerly  tenants  at  a 
number  of  federally  subsidized  projects  for  the  elderly  in  San 


1/   All  exhibits  attached  hereto  were  obtained  by  the  office 
through  discovery  in  the  Birkland  case. 
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Hateo  County  concerningL  Jthe  hardship  and  problems  engendered  by 
mandatory  meal  charges .-^^  For  all  of  the  foregoing  reasons r  this 
office  urges  your  support  of  legislation  prohibiting  the  imposition 
of  mandatory  meal  charges  in  all  federally  subsidized  housing 
projects  for  the  elderly  -  including  Section  236  projects  for  the 
elderly. 

Sincerely* 

STBVBN  ZIBFF 
Attorney  at  Law 

SZijr 
Ends. 


2/   This  office  has  received  such  complaints  from  tenants  at  Cranm 
Place  (a  Section  221(d)(3)  project).  Park  Towers  (a  Section 
202  project),  Bonnie  Brae  Terrace  (a  Section  236  project)  and 
the  Rotary  Plaza  (a  Section  236  project) • 
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alte^lmi^ilMii 


San  FrwwiMo  i^BmI  OMoi.  fflignii  n 
450  OoMtn  QatoMnua 
P.O.  Boa  36003 


tftiwBimipp 


..JflMtVilUffOI^;     Jonathiir3trong,  Tr*#l  Attorney,  Office  of  Litigation,  6T       . 

.^[fW:    Juitt  Jrowdcr,  Wervlsory  Loan  Management  Officer,  9HNL(B) 

"SUBJECT:     Project  Ni^Mfr:     121-44804 

Project  NaW^    Rotary  Plaza  _^ 

Location:     South  San  Francisco,  CA  ^  —• ^-.^ 


This  Is  in  response  to  your  menorandum  of  July  L'6,   1984  requesting 
Information  regarding  HUD  subsidized  elderly  projects  in  San  Hateo  County. 
All  projects  with  central  dining  facilities  have  mandatory  meal   service  and 
none  received  outside  funding  other  than  the  meal  charges  paid  by  the 
tenants.     Listings  of  projects  with  and  nithout  food  service  are  as 
follows: 

Elderly  Projects  with  Centra)  Dininjj  Facilities  and  Mandatory  Food 
Service 


Park  Towers 
700  Laurel   A»or.Ui- 
San  Mateo,  C^     94401 
Section  202 

?0j  units 

2  mt-dls  pet    I'j*,       v.." 
at    SI  SO  pf  »    -k  nf. 
tit\'.   S6,'4'. 


pt  r  week 


buniiie  brae  Terrace 

240U  Carlmonth  Drive 

Belmont,  CA  9400? 

Section  1'36 

164  Units 

2  RK-ols  per    Jay,   /  days  per  week 

at   SI  Mi  ptT  merit  h 

f'lofit    SU.S'./ 


L>lt;-fi   Ga-*'"'  •     I 

656  Lyllun  Avrnue 

Palo  Alto.  LA  94301 

Section  236  and  Section  8 

220  units 

7  meals  per  weon  at  SI  16  per 

month 

Profit  S.9,S.V 

Adlai  t.  Stevt-nst.n 

455  East  Charleston  Roac 

Palo  Alto.  CA  94306 

Section  20? 

120  Units 

5  meals  per  week  at  S76  per  month 

Profit  S3. 068 

Crane  Place 

1331  Crane  Place 

Menlo  Park,  CA  940?;s 

Section  221UMi.^>  and  Svction  6 

93  Units 

S  meals  per  w-ek  at  Si'O  per  monir- 

No  profit  :•    \^^\  dat3  avaHaMe 


6^y  Unive'"-iiy  Avenue 

Palo  Alto,  LA     94J01 

Sevtioii  20?  «f»a  Section  8 

100  Uf.it s 

7  .neAls   per  wet-k   at    SI  IS  per 

iTKinth 

»'?.>(  It   S4') 

Lu*.4   Je  HedwouM 

l?bU  Veterans  buulpv.ird 

Redwood  City,  CA    94063 

Section  236  and  Section  8 

130  Units 

S  meals  per  we'».  atr  $73  per 

month 

Profit  S3, 70S 


EXNl8iI  i 


PIfs  £4..< 


-I 
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Eldcrljy  ProJtcts  wUh  wo  Central  Dining  Faculties  aiK  wo  Food  STwIct 


Casa  raclfica 

1060  Terra  Nova  Boulevard 

faclfica,  CA  94044 

Stctlon  221(d)(3)  and  Section  8 

102  Unlit 

RtdMOod  Citjr  CoMons 
87S  Malnut  Street 
RedHOod  City.  CA  94063 
Section  221(d)(4)  and  Section  8 
S8  Units 

Falmv  Apartaents 
77  Mestborough  Boulevard 
South  Sen  Francisco,  CA  94080 
Section  221(d)(4)  and  Section  8 
74  Units 

F lores  Gardens 

2604  Flores  Street 

San  »lateo.  CA  94403 

Section  221(d)(4)  and  Section  8 

72  Units 


Ambernood  Apartnents 

205  Cerro  Drive 

Daly  City,  CA  9401S 

Section  221(d)(4)  and  Section  8 

123  Units 

Sheridan  Apar taints 

360  Sheridan  Avenue 

Pa W Alto.  CA  94306 

Section  22l/(d)(4)  and  Section  8 

57  units 

Runnywede  Gardens 

2301  Cooley  Avenue 

Palo  Alto.  CA  94303 

Section  221(d)(4)  and  Section  8 

78  Units 

Villa  Fontana 
SO  East  Market  Street 
Daly  City.  CA  94014 
Section  236  and  Section  8 
1?U  Units 


Pilgria  Plaza 

120  North  San  Hateo  Drive 

San  Nateo.  CA  94401 

Section  2u: 

S6  Units 

Ocean  VIeM  Plaza 
•1001  Nain  Street 
Half  Hoon  Bay,  CA  94019 
Section  202 
SO  Units 


Partridge  House 
617  Partridge  Avenue 
Menio  Park.  CA  9402^ 
Section  202 
30  Units 


EXHIBIT  j_ 


-i-.. 
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/I6  28BBI  . "-^ 

r^HO^Atrni^f  FOIl:    Jin^t  Prowdrr,  Supervisory  loan  !'4f>iQ«i..fnt  nfflci»r, 

FfHrt:    Jirtt  J.  Tahash»  Olrector.  Pro^ran  Planning  nwislon.  H*'.H'J 

5UdJEC1:     ^fitfatcry  r»a1  service  In  JIUO  subsidized  el^t^rly  projects 
1fi  San  ftateo  County 

*     The  attacHe<l  copy  of  a  portion  of  a  ncnorandtn  fro^  you  to 
Jonathan  Strong,  Trial  tttorney»  prepared  In  the  course  of  HliU's  defense 
of  H1rkUn<f,  et  a1  v«  Kotary  Plaza,  Inc.,  et  a1.  Indicates  soiie  conflict 
with  KUD'f  policy  recardino  nandatory  neal  prograns  In  projects  for  the 
elderly. 

The  neinoranf^ifiii  states  that  Park  Toilers,  a  Section  20?  project  In 
Sffn  riateo  and  Bonnie  ^h^  Terrace,  a  Section  23G  project  In  Selmont, 
require  their  residents  to  purchase  t«a  neals  per  day  froii  their  centra) 
dinino  facilities.     Tnit  Appears  to  be  contrary  to  Htlfi  ilandt>ooks  4671.1 
ftCV.?  (1983),  Section  ^.aao*  and  43^0.3  (1981),  Section  4-13,  respectively. 

'Jin  yo«i  please  furnish  this  office,  as  quickly  as  possible,  all  rele- 
vant ^tal  I  t>^at  «^'«tercd  Into  the  tstabllshaent  of  tuo  aieals  per  6^:i  In 
thes*  projects  wnicn  exceed  the  one  neal  \mf  ^^j/  requ1rer«nt  provided  for 
In  Handbook  43S0.3. 

Thanks  very  ?iuch  for  your  a ttl stance. 

AttacVmnt 


cc: 

HTflO    Doyle    6182 
HKHO    Colrvan    6182 
»fff40    Tahash    6182 
6T    Schmltztr     102S8 
ttn  L  Strong    10262 
NM1    Wzelf    flIB — 

NmO:Doyle:iCS    8/28/84    426-3944 

-  EXHIBiT 
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U  S  I  ^ARTMENT  OF  HOUSMO  AND  URBAN  DC VC \.,gti^Hr 
WASHMQTON.  0  C  204 10 


.  Cr  V  INi  MaSTMir  HOnfTANV  KM 


NDVSOni 


NENORi 


Keith  Axtell,  Director  of  Housing,  San  Francisco 
Mahash,  Director,  Program  Planning  Division,  HHHO 


Birkland,  et  a1.  v.  Rotary  Plaza,  Inc.,  et  a1. 

No.  C-84.2026  SU(N.D.  Cal.) 
Project  No.  121-44804 
Rotary  Plaza 


As  a  consequence  of  the  above  referenced  litigation.  It  has  been 
brought  to  our  attention  that  although  the  subject  project  requires 
tenant  participation  In  a  Mandatory  aeals  program  at  a  fixed  rate  per 
month,  your  office  has  not  approved  the  charges  for  meals  In  writing  as 
required. 

While  we  understand  that  your  office  has  tacitly  approved  the  meal 
charges,  the  Regulatory  Agreement  requires  prior  written  approval  by  HUD. 

Since  your  office  has  Implicitly  approved  the  mandatory  meal  chargts, 
you  should,  using  the  attached  draft  letter.  Inform  the  owner  that  as  of 
that  date  you  are  approving  the  charges  currently  In  effect.    Further,  1r 
the  future,  proposed  Increases  In  meals  charges  requires  HUD's  written 
approval  prior  to  Implementation. 


Attachment 
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Senior  Citizens  Flrhtin?  MRn^atory  Meals 
^9  Fulton  St. 
New  York,  N.  Y.  IOO38 


We  undorslgnod  eldorly  tenants  of  this  Sfictlon  8/202 
Federal  Houslnp  Project,  have  deslKnntod 

RANDALL  B.  S^^ITH 

to  attend  the  U.  S.  House  of  Representatives  Sub- 
committee Hearing,  and  testify  on  our  bnhalf  In  sunrjort 
of  VOLUNTARY  Meal  Pronrams  as  onoos-d  to  "he  OOMFXSORY 
M»al  fro gram  that  our  landlord  has  inmosed  on  un  as  a 
preconditloq  to  admission. 

We  urRft  that  Conpross  urovlde  speedy  relief  ^rom  this 
cruel  burden,  which  deprives  us  of  Freodom,  fiborty 
and  Independence. 


[^(l^u^^^^  ^^'!Trf 
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UNITED  WAY  OF  AMERICA 
POSITION  ON  HUNGER  AND  HONELESSNESS 


February  27,  1984 


The  United  Way  movement  encompasses  over  2,200  independent  United 
Ways  that  raise  and  allocate  funds  to  over  37,000  voluntary  care 
agencies  and  service  groups  throughout  the  country.  In  the 
1984/85  campaign  United  Ways  raised  over  $2,145  billion  for  health 
and  human  care  services. 

United  Way  of  America  is  concerned  about  hunger  and  homelessness • 
We  think  they  are  major  national  problems  and  we  urge  that  these 
problems  and  their  causes  be  addressed  at  that  level. 

Although  meeting  basic  needs  such  as  food,  clothing,  and  shelter 
has  not  been  a  primary  focus  of  United  Way  services.  United  Ways 
have  been  involved  in  these  services  for  decades.  Over  the  past 
few  years  United  Ways  have  become  more  and  more  involved  in  these 
services  in  response  to  sharply  escalating  emergency  needs. 

To  our  knowledge  there  are  no  uniform  nationwide  statistical  data 
on  hunger  and  homelessness  in  America.  But  we  do  know  what  huaan 
needs  United  Ways  are  grappling  with  in  their  communities  and  what 
problems  concern  them  the  most.  According  to  local  feedback, 
basic  emergency  needs  are  at  the  top  of  the  list. 

United  Ways  have  selected  these  issues  as  priorities  that  ought 
to  be  addressed.  United  Ways  have  become  more  acutely  aware  of 
these  needs  after  substantial  numbers  of  former  contributors 
began  to  come  seeking  help.  United  Ways  are  now  funding  soup 
kitchens,  food  banks  and  shelters  on  a  scale  unheard  of  just  a 
few  years  ago. 

In  1984  United  Way  of  America  surveyed  United  Ways  on  public 
policy  issues  affecting  voluntarism  and  human  needs.  Of  those 
responding,  68%  identified  hunger  and  58%  homelessness  as  major 
concerns  that  United  Way  of  America  and  United  Ways  should  address 
at  the  federal  level  as  well  as  the  state  and  local  levels. 

United  Way  allocations  to  services  also  tell  us  something  about 
local  needs.  In  1984,  by  conservative  estimate.  United  Ways 
allocated  over  $81  million  to  emergency  assistance  programs. 
Allocations  for  these  programs  experienced  a  64%  increase  since 
1981.  Allocations  for  food  alone  increased  29%  from  1982  to  1983 
and  96%  from  1983  to  1984.  This  further  highlights  the  fact  that 
in  United  Way's  eyes,  these  needs  are  remaining  high.  They  are 
not  substantially  decreasing. 

In  addition.  United  Ways  have  participated  in  the  distribution  of 
$160  million  in  federal  funds  for  Emergency  Food  and  Shelter 
through  a  National  Board  composed  of  United  Way  of  America,  five 
other  national  voluntary  organizations  and  the  Federal  Baergency 
Management  Agency. 
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In  1984  when  Congress  appropriated  and  the  President  approved  an 
additional  million  for  this  program,  United  Ways  repDCtmd  t)Mt 
money  for  emergency  food  and  shelter  was  badly  needed  beeaittse 
hunger  and  homelessness  had  not  declined  substantially. 

To  be  sure,  unemployment  is  a  major  factor  in  this  probte«,  but 
it  is  not  the  sole  cause.  The  President's  Task  Force  on  Food 
Assistance  identified  three  distinct  groups  who  are  represented 
in  the  shelters  and  soup  kitchens: 

o  The  Traditional  Poor,  those  whose  ability  to  pay  for  their 
needs  through  low  paid  work  or  public  assistance  has  been 
eroded  by  inflation  and  cuts  in  state  and  federal  funding; 

o  The  New  Poor,  those  who  have  too  many  assets  to  qualify  for 
assistance,  but  inadequate  funds  to  live  on  due  to  extended 
unemployment; 

o  The  Long  Term  Homelessness,  alcoholics,  drug  addicts «  and 
the  mentally  ill  who  are  unable  to  take  control  of  their 
lives  and  who  have  nowhere  to  go. 

A  growing  economy  will  reduce  the  number  of  the  new  poor  and 
perhaps  some  of  the  traditional  poor.  But  pressure  from  thosf 
groups  remaining  will  still  be  with  us.  Their  needs  will  con- 
tinue to  outstrip  voluntary  resources  even  after  the  current  $70 
million  appropriation  for  the  National  Board  Emergency  Food  and 
Shelter  Program  is  distributed  to  agencies.  This  program  has 
been  welcomed  as  a  stopgap  measure  to  address  these  needs. 

However,  United  Way  of  America  also  recognises  that  the  National 
Board  Emergency  Food  and  Shelter  Program  and  any  similar  program 
is  not  a  long  term  solution  to  the  problems  of  hunger  and  hM|B- 
lessness  or  of  meeting  emergency  needs. 

Recommendations ; 

o  Because  long  term  solutions  take  some  tiae  to  be  devmlopedf 
but  emergency  needs  cannot  be  post|x>nad.  United  Way  of 
America  supports  the  continuation  of  a  federally  ftovlad 
emergency  food  and  shelter  program  as  a  temporary  contina- 

ation. 

o  At  the  same  time,  united  Way  of  America  urges  public  policy 
makers  to  consider  long  term  solutions. 

o  United  Way  of  America  will  encourage  Uloited  Waya  to.  oontimta 
to  stimulate  voluntary  action  for  emergency  assistance. 

o  United  Way  of  America  will  also  study  this  issue  and  provide 
voluntary  sector  input  to  this  public  policy  debate. 

o  United  Way  of  America  should  begin  by  attempting  to  document 
the  scope  of  the  problem  as  Uhited  Ways  perceive  it  and  by 
identifying  the  defects  in  government  siqpport  programs  that 
prevent  them  from  meeting  basic  needs. 
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Woodstock  Institute 

417  South  DeartMm  Street 

CNcago.lNinois  60605 

312/427-8070 

SwidraP  SchainMd  AMradPorlis 

SytMavdAwonSehwtMd         OmMnAckonMnvky 


BowdofOrtclors 

OiMman 
AlMrtA.Raby 
Vkn-Chwmm 
SyMaRSchwitold 

FoundMon 

SMfMry 
Lmvranos  B.  RoM«r 

OmmtOiUitanMtmn 

OwmitR  Mmw 

JohnL.McKnigM 
Cw«wlofUit>wiAfi«ra 

M«yN«lK>n 
BMMNMrUI».lnc 

LwryO.SwM 


rurcti    21,    i9od  Soutt Shm b«* 


Honorable  Henry  Gonzalez,   Chairman 

Subcoannittee  on  Housing  and  Comnunity  Development 

House  Comnittee  on  Banking,    Finance  and  Urban  Affairs 

2129  Rayburn  House  Office   Building 

Washington,    D.C.    20515 

Dear  Congressnan  Gonzalez: 

The  Woodstock   Institute    is   a  not-for-profit   research   and   technical 
assistance  organization  irhich  works   to   increase   the  reinvestment   of  private 
capital   and  credit   in  nature   urban   neighborhoods    for   the   benefit   of  modest- 
income   and  minority  residents.      For    the    last   eleven  years,    the   Institute  has 
irorked  with    local  community  organizations,    financial    institutions  and   state 
and   local  government    to  understand   the  credit   needs   of  neighborhoods  and  to 
design  and  implement   programs   to  meet   them.     Key  to  this  work  has  been  our 
analysis   of  Home  Mortgage   Disclosure  Act  data,   which  provides    information  on 
home  mortgage  and   imprdvement    lending  within  each  neighborhood. 

The  Home  Mortgage   Disclosure  Act    is  due   to  expire    in   September.      While 
generally  viewed  as  a  successful   tool    to   facilitate    increased    lending   in  all 
neighborhoods,    it  has   been  criticized   for  being   little  used.      However, 
Woodstock  Institute's  experience  with   the  data  generated  by  the  Act  has 
shown   it   to  be  broadly  and  effectively  used.      The  enclosed  report  describes 
the  variety  of  ways   in  which  HNDA  data  has   been  used   in  Chicago  to  increase 
lending   in  needy  neighborhoods. 

The  Woodstock  Institute  would    like   to  see  HMDA  re-enacted  as   permanent 
legislation  and  expanded   to   include  disclosure  of  commercial    loans  as  well. 
I  would  very  much   like   to  meet  with  you  or  one  of  your  staff  members  to 
discuss   this  matter   further. 

Sincerely, 


iJUftbL^Jb^^i^ 


E Ispeth  Revere 
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The  passage  of  the  federal  Hone  Mortgage  Disclosure  Act  (HMDA)  in  197S 
marked  a  significant  neighborhood  victory  in  the  fight  against  redlining  by 
regulated  financial  institutions.   This  legislation  requires  banks  and 
savings  and  loan  associations  to  annually  disclose  the  nuaber,  dollar 
amount  and  type  of  residential  loans  made  and  bought.   Disclosure  of 
residential  lending  by  census  tract  provides  an  invaluable  tool  vith  which 
to  monitor  lending  activity  in  neighborhoods,  develop  community-based 
reinvestment  plans  and  discuss  reinvestment  performance  with  lenders.   It 
has  resulted  in  the  establishment  of  a  data  base  that  has  bean  contiatcntly 
helpful  to  regulators,  financial  institutions  and  comaunitiet  at  a 
quantitative  measure  of  both  individual  lender's  reinvettment  performance 
and  of  neighborhood  credit  flows. 

The  Home  Mortgage  Disclosure  Act  was  enacted  in  1975  with  a  five-^rear 
life.   In  1980,  Congress  voted  to  extend  it  for  another  five  years.    Sioce 
the  necessity  for  Congress  to  renew  HMDA  again  in  1985  present •  another 
opportunity  to  examine  the  value  of  the  legislation,  it  is  a  good  tiae  to 
review  recent  experience  with  HMDA  data  and  look  at  its  impact  on  credit 
availability  in  low-  and  moderate-income  neighborhoods. 

Within  the  Chicago  area,  HMDA  has  proved  to  be  a  versatile  source  of 
information  to  a  variety  of  actors.   HMDA  data  has  been  used  to  evaluate 
the  reinvestment  performance  of  individual  financial  institutions,  to  fort* 
loan  agreements  between  communities  and  lenders,  to  select  socially 
responsive  institutions  in  which  to  place  deposits,  to  plan  and  manege 
reinvestment  at  the  community  level,  and  to  inform  bank  msnagemsnt 
decisions.   The  data  has  been  used  by  community  organisations,  religious 
institutions,  regulators,  and  financial  institutions.   Below  is  a  sample  of 
some  of  the  specific  experiences  in  which  Woodstock  Institute  has  provided 
HMDA  data  analysis  and/or  technical  assistance. 

Reinvestment  Agreements  with  Lenders 

Since  1980,  over  $175  million  has  become  available  for  Loans  in 
Chicago  area  low-  and  moderate 'income  Ettighborhood*  through  reinvestment 
agreemsnts  with  Chicago  financial  institutions.   In  each  case,  the 
agreemsnt  was  designed  by  community  organisations  working  in  tandem  vith 
the  lender.   All  agreements  specify  a  lending  initiative  implemsnted  in 
partnership  with  neighborhood-based  organisations. 

To  establish  the  basis  for  an  equal  partnership,  neighbq^ood-baeed 
organisations  not  only  had  to  demonstrate  their  developmsnt  skills  and 
neighborhood  expertise,  but  also  had  to  be  familiar  with  lender  performencm 
and  capacity.   The  first  step  in  the  process  of  establishing  that 
familiarity  was  a  comprehensive  examination  of  the  lending  patterns  evident 
in  HMDA  data.   The  lending  volume  in  particular  low-  and  moderate -income 
and  minority  neighborhoods  was  compared  with  lending  volume  in  high-income 
predominantly  white  neighborhoods  and  suburbs.  Central  city  lending  wns 
compared  to  suburban  lending. 
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The    iodividoal    lender's  neighborhood    loan  volixae  was   coopared   to  the 
total    for  all    lenders.      Without   IMDA,    this   analysis  would  not   have  been 
possible  and  new   loan  dollars    for   traditionally  underserved  credit  aarkets 
■ay  not   have  becoae  a  reality.      Five  significant   exanples   of  reinvestment 
agreeaents    follov. 

Piotteer  Bask 

The  Westtovn  Concerned  Citisens  Coalition  (ICCC)   is  a  wulti-issue 
Hispanic    coaaunity  organisation   basexl   in    tbe  Huaboidt   Park  area.      To 
determine   the  credit   flovs   ia   the  ne  gbborhood      in    t979  UCCC  began   to 
analyze   t(KDA  statements   froa   20  Chicago  bankJ   sod  saving*  and   loan 
associacions.      This   analysis   «ss  used   to  select   Fiotseer   Bank,   a   local 
lender     as   a  potential   reinvestmeTit   partner  with  UCCC.      Subaequently,    UCCC 
developed  a  reinvettaenE   partnership  vith  Fiooeer   Bank  and   the  Illinois 
State   Treasurer  called   the  East  fiuaboidt  Farlt  Mortgage  Prograa.      This 
prpgraa  provided  $1  aillion   in    lov-interesc   mortgage    loans   to  enable 
oKMlest-  and    low-income   neighborhood   residents    to  purchase  single-family 
hoaes    in   the  coaaunity. 

Rogers  Park  Hooaing  Forum 

In  February,    1983,    the  Rogers   Park  Housing  Forum,   a  coalition  of  block 
clubs,    tenant   organisations  and  multi-iasue  community  organisations   in 
Rogers    Park,    sporiAored   a    Ncighorhood   Reitivestacnc    Workshop    for   community 
residents.      Workshop  atracegy  seAQiotiA    led  to  development    of  a  reinvestment 
plan    that    included  research  on  tbe  match  between  the   lending  performance  of 
local    financial    inst    cuttoae  and  cOHwtniCy  credit  needs        HNDA  data  was 
used    to  determine   the   lending   record  of    loca      Lenders  at   the  census   tract 
level,    the  neighborhood    level  and   the  city  level.      Survey  information  vat 
used    to  quantify  community  credit  needs.      When  an  opportunity  to  challenge 
the   reinvestment   performance  of   tvo   local    lenders  arose ^   co^unity 
residents  vere  veil   prepared   to  intelligently  discuss  co^vnlt}^ 
reinvestment  opportunities.      Subsequently,   an  agreement   to  create  special 
lending   programs    to  meet    the  credit  needs  of  the  community  vas   reached  vith 
both    lenders. 

FiraC  Rational  Bank 

In  the  sunmer  of   1983,   First  Chicago  Corporation,    the  bank  holding 
company  for    the  First   National   Bank  of  Chicago  (at   the  time,  Chicago's 
second    largest   bank),    announced    its   intention  to  acquire  American  National 
Bank   (Chicago's    fifth    largest   bank).      Vieving   the   First   Chicago  acquisition 
as  one  of   the  most   significant  Chicago  banking  events   in  recent   years, 
Woodstock  Institute,    a  not-for-profit  research  snd  technical   assistance 
organization   focusing  on  reinvestment    in   urban  areas,   conducted  an  analyais 
of  HMDA  data    for   the  years    1979-82  for   First   National  Bank  and  American 
National    Bank.      Following  an   invitation   to  discuss    this   HMDA  analysis, 
thirty-five  neighborhood   and  city-wide  organizations,    calling   themselves 
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the  Chicago  Reinvestaienc  Alliance,  decided  to  use  the  CowMinity 
Reinvestment  Act  to  open  a  dialog  with  First  Chicago  about  Chicago 
neighborhood  credit  needs.   The  Alliance  presented  opportunities  for 
inprovenent  in  First  Chicago's  reinvestacnt  perfor«ance  to  senior  bank 
oanagement.   As  a  result  of  this  dialog,  First  Chicago  Corporation 
initiated  a  five-year,  $120  nillion.  Neighborhood  Lending  Prograa  targeted 
to  low-  and  moderate-incooe  coanunitites  in  the  Chicago  area. 

Harris  Bank 

In  1984,  Bank  of  Montreal  announced  its  intention  to  acquire  Harria 
Bankcorp,  at  that  time  the  third  largest  bank  holding  coapany  in  Illinois. 
Coimnunity-based  organisations  had  concerns  about  the  effect  of  thia 
acquistion  on  credit  availability  in  Chicago  neighborhoods «   »fDA  analysis 
was  used  by  the  Chicago  Reinvestment  Alliance  to  adaess  the  past 
reinvestment  performance  of  Harris  Bank.   Research  on  HHDA   d«t4  provided 
evidence  of  the  importance  of  Harris  Bank  as  a  locally  responsive  laodar* 
In  response  to  discussions  of  Chicago  neighborhood  credit  needs  in.th  tha 
Chicago  Reinvestment  Alliance,  Harris  Bank  announced  a  demonstration  of  its 
continuing  commitment  to  Chicago  and  its  neighborhoods  through  the 
initiation  of  a  $35  million  lending  program  targeted  to  Iov->  and 
moderate- income  neighborhoods  in  Chicago. 

The  Mbrthern  Trust 

The  Northern  Trust  Company's  March,  1984  application  to  the  Fadaral 
Reserve  Board  for  permission  to  establish  additional  holding  companies  in 
Florida  presented  an  opportunity  for  Chicago  community  groups  to  axaBina 
the  bank's  performance  under  the  ComoMinity  Reinvestment  Act.  HNDA  data 
analysis  was  used  to  assess  the  Northern  Trust  lending  record  in  Chicago 
neighborhoods  and  to  determine  opportunities  for  new  lending  initiativas. 
In  response  bo  discussions  with  the  Chicago  Reinvestment  Alliance,  The 
Northern  Trust  implemented  an  $18  million  multi-year  lending  program 
targeted  to  low-  and  moderate-  income  neighborhoods  in  the  Chicago  araa. 

Information  for  Determining  Deposit  talationahips 

Since  the  deregulation  of  interest  rates  on  deposits,  financial 
institutions  aggressively  compete  for  new  deposits.   Advert isaa»nts  proaise 
bonus  interest  rates,  personal  bankers,  free  checking  accounts  and  many 
other  inducements  to  attract  money. 

Recently,  several  organisations  have  looked  for  another  type  of 
incentive  from  lenders  —  a  positive  comsiunity  reinvastasnt  record. 
Examination  of  a  lender's  HMDA  record  shows  the  extent  to  which  it  is 
providing  home  mortgages,  home  improvement  loans  and  multi-family  financiag 
within  neighborhoods.   From  this  information,  loan  volume  in  loir-  and 
aK>derate-income  and  minority  neighborhoods  can  be  compared  with  loan  voloBi 
in  higher-income  neighborhoods.   Potential  depositors  can  then  judge  if 
their  deposits  will  be  used  to  help  the  neighborhoods  they  work  and  li¥a  in 
or  will  be  siphoned  off  to  "upscale"  markets. 
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Lutheran  School  of  Theology 

In  the  spring  of  1981  a  group  of  45  students  fron  the  Lutheran  School 
of  Theology  formed  a  "Task  Force  on  Banking  Alternatives"  as  part  of  a 
campaign  to  terminate  the  School's  relationship  with  a  bank  that  was 
lending  within  the  Republic  of  South  Africa.   To  better  inform  its  work, 
the  Task  Force  investigated  five  Chicago  banks  that  were  potential 
replacements  for  the  existing  bank.  HNDA  data  was  used  to  determine  the 
lending  records  of  those  banks  within  Chicago.   Particular  attention  was 
paid  to  lending  performance  in  minority  «nd  low  income  neighborhoods.   The 
results  of  the  study  were  used  to  select  a  financial  institution  with  a 
good  community  lending  record  for  the  future  deposit  relationship  with  the 
Lutheran  School  of  Theology.   In  addition,  the  study  was  published  to  make 
the  information  available  to  others  interested  in  using  reinvestment 
performance  aa  a   criterion  for  deposit  relationships. 

Hooeing  Resource  Center  of  Uptown 

When  the  Housing  Resource  Center  secured  a  contract  to  manage 
scattered  site  housing  for  the  Chicago  Housing  Authority,  an  analysis  was 
done  of  of  the  community  lending  performance  of  local  banks  and  savings  and 
loans.  HMDA  data  was  examined  to  determine  the  local  lending  records  of 
Uptown  financial  institutions.   This  information  was  used  as  one  of  the 
criterion  for  determining  the  most  appropriate  bank  for  the  HRC  Scattered 
Site  banking  relationship. 

Lawyer's  Committee  for  Better  Housing 

The  Lawyers  Committee  for  Better  Housing  looked  at  the  reinvestment 
performance  of  Rogers  Park  banks  and  savings  and  loans  at  the  time  they 
established  a"  local  banking  relationship.  Local  lending  records  aa   shown 
by  HMDA  data  were  critical  to  this  assessment. 


Reinvestment  Management 

Credit  is  the  lifeblood  of  a  healthy  neighborhood  economy.  Without 
access  to  credit,  houses  don't  sell,  apartment  buildings  deteriorate, 
businesses  contract,  and  neighborhoods  wither. 

The  reinvestment  of  neighborhood  deposits  in  loans  to  supply  credit  to 
a  neighborhood  is  the  traditional  role  of  financial  institutions.   However, 
at   times,  neighborhoods  have  to  actively  monitor  and  manage  reinvestment 
activity  to  guard  against  the  use  of  credit  to  foster  speculation  and 
displacement  of  lov-  and  moderate-incooM  residents. 

HMDA  data  analysis  can  disclose  patterns  of  speculation  as  evident  in 
uneven  increases  in  lending  volume.  Often,  blocks  with  high  loan  volume 
border  areas  of  extremely  low  loan  activity.   Further  examination  can  show 
the  high  loan  activity  is  within  gentrifying  blocks. 
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HHDA  data  is  critical  for  monitoring  neighborhood  credit  flows.   It 
provides  the  information  necessary  for  community  organisations  to  discuss 
marketing  strategy,  loan  products  and  pricing  with  local  lenders.   Seven 
examples  of  effective  reinvestment  management  follow. 

Orgaaisation  of  the  Mbrth  Bast 

For  the  last  eleven  years,  Organization  of  the  North  East  (OIC)  has 
monitored  the  lending  records  of  Uptown  financial  institutions.   Using  HMDA 
data  to  determine  the  extent  of  residential  lending  in  the  Uptown 
community,  ONE  has  published  the  lending  records  of  both  local  and  downtoiiD 
lenders.   Periodically,  ONE  has  discussed  community  credit  needs  with  local 
lenders  to  encourage  reinvestment.   Because  the  coooiunity  organisation 
spearheaded  these  initiatives,  they  were  able  to  advocate  for  rainvastasnt 
to  stabilize  the  community  and  warn  against  the  kind  of  speculation  that 
had  displaced  the  low-  and  moderate-  income  residents  of  other  lakefront 
neighborhoods. 

Haighborhood  Housing  Sarrices  in  Chicago 

Neighborhood  Housing  Services  (NHS)  has  seven  neighborhood  offices  in 
Chicago  that  work  with  lenders  and  borrowers  to  encourage  residential 
lending  in  the  traditionally  underserved  credit  markets  of  aoderate-incoaa 
neighborhoods.   To  monitor  the  overall  effectiveness  of  this  work,  NHS 
periodically  examines  HMDA  data  for  those  seven  neighborhoods  to  detarvloa 
if  loan  volume  is  increasing  and  if  additional  financial  institutions  are 
lending  in  those  neighborhoods. 

Organisation  of  Haw  City 

Organization  of  New  City  (ONC)  is  a  multi-issue  comaunity  orgaaisatioo 
based  in  a  souths ide  black  neighborhood.  As  part  of  its  effort  to  upgrade 
housing  quality  in  the  neighborhood,  ONC  leadership  developed  a 
reinvestment  plan  to  target  specific  strategies  for  encouraging  landing  to 
the  neighborhood.   To  provide  the  information  necessary  to  inform  the 
planning  process,  HMDA  data  was  examined  to  determine  the  local  lending 
records  of  local  and  city-wide  financial  institutions.   This  research  was 
publicized  to  create  public  awareness  of  local  lending  patterns  and  to 
foster  discussions  of  coonnunity  credit  needs  with  lenders. 

Uptown  Canter  Hull  House 

When  a  local  financial  institution  acquired  several  vary  large 
apartment  buildings  in  a  small  area  of  Uptown  for  condo  conversions,  Uptoim 
Center  Hull  House  became  concerned  about  the  effect  of  this  acquisition  on 
the  existing  low  income  residents  of  the  buildings.  HMDA  data  was  used  to 
assess  the  past  reinvestment  performance  of  the  institution  and  to  opposa 
the  acquisition  as  fueling  speculation.   Subsequently  the  organisation 
opposed  the  low-quality  management  of  the  buildings  as  a  continuation  of 
the  institution's  pattern  of  disinvestment  in  the  community. 
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L«g«n  Square  Neighborhood  Assoc let ion 

Following  a  period  of  speculation  in  the  Logan  Square  neighborhood, 
lending  activity  s Io%^d  to  a  trickle  and  neighborhood  residents  found  it 
difficult  to  finance  the  sale  of  their  hones.    The  Logan  Square 
Neighborhood  Association  (LSNA)  analysized  HMDA  data  to  provide  the 
information  needed  to  plan  and  focuj  conraunity  efforts  on  thic  problem. 
Through  the  HMDA  analysis  LSNA  identified  the  top  ten  iic^b[  active  mortgage 
lenders  in  the  neighborhood.   The  organixatian  then  publicised  the  positive 
efforts  of  these  lenders  in  it$  newsletter  and  sponsored  a  seminar  for 
neighborhood  renters  entitled  "How  to  Buy  Your  First  Home"  to  help  local 
residents  sell  their  homes  to  local  residents. 

1992  Committee 

In  1984,  the  Jewish  Council  on  Urban  Affairs  examined  HMDA  data  for 
several  doimtoim  banks  to  determine  the  extent,  if  any,  of  land  speculation 
at  the  proposed  1992  Word's  Fair  site.   This  information  was  presented  to 
the  1992  Committee,  a  neighborhood-based,  city-wide  coalition  examining  the 
potential  impact  of  the  proposed  Fair  on  Chicago  neighborhoods. 

South  Surburban  Housing  Center 

The  South  Suburban  Housing  Center  works  to  end  racial  discrimination 
in  real  estate  sales  in  the  south  suburbs  of  Chicago.  HMDA  analysis  was 
used  to  educate  the  community,  lenders  and  real  estate  brokers  sbout 
patterns  of  discrimination  in  lending.   From  this  effort  an  affirmative 
lending  program  was  launched. 

Bank  Harketing  Res— rch 

Corporate  decision  making  often  relies  on  data  provided  by 
sophisticated  management  information  systems  that  map  performance  of 
production  units,  profitability  of  pricing  levels,  effectiveness  of 
marketing  strategies  and  changes  in  the  market. 

One  of  the  simpler  sources  of  information  on  the  corporate  performance 
of  lenders  is  HMDA  data.   Because  this  information  is  publicly  available 
from  all  banks  and  javinga  and  loan  associations   it  can  provide  a  rich 
source  of  information  far  marketing  reiearch   Lenders  seeking  under'Served 
credit  markets  can  examine  loan  volume  by  census  tract  and  contrast  it  with 
visual  inspections  of  housing  stock  in  low-volume  neighborhoods.   This 
analysis  can  quickly  identify  stable  moderate -income  neighborhoods  ripe  for 
new  home  mortgage  marketing  efforts. 

HMDA  is  routinely  produced  by  individual  lenders  so  it  can  provide  an 
annual  measure  of  the  success  of  marketing  initiativea  in  low-  and 
moderate-income  neighborhoods.   When  compared  with  corporate  information  on 
deposits,  this  information  can  be  even  more  uaeful  in  informing  management 
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of  the  level  of  loan  service  provided  to  both  long-tern  and  nev  custoaert. 
It  can  also  serve  as  a  managenent  check  on  loan  officer  attitudes  towards 
lending  in  minority  neighborhoods. 

Although  HHDA  is  not  aa   widely  used  by  management  ma   it  could  be, 
there  are  several  outstanding  examples  of  its  use. 

Talaan  Bomm   Federal  Savings  and  Loan  Assoc iatlon 

On  an  ongoing  basis,  Talman  staff  look  closely  at  changes  in  Tainan's 
loan  volume  in  Chicago  neighborhoods,  in  the  central  city  and  in  the 
suburbs.   Comparisons  are  sometimes  made  with  other  lenders.   This  analysis 
is  used  by  Talman  management  to  inform  marketing  efforts,  create  nev 
lending  initiatives,  and  target  appropriate  reinvestment  issues  for 
personnel  training. 

Illinois  Neighborhood  DevelopMsnt  Corporation/South  Shore  Bank 

In  1984,  the  Illinois  Neighborhood  Development  Corporation  (IHDC) 
decided  to  expand  its  activities  into  another  neighborhood  through  the 
opening  of  a  second  South  Shore  Bank  facility.   A  neighborhood  selection 
process  was  designed  that  included  seven  screening  criteria  one  of  which 
measured  the  level  of  residential  lending  in  neighborhoods.   lifDA  data  was 
used  to  apply  this  criteria  to  identify  under-served  credit  markets.   After 
the  final  neighborhood  selection  was  completed,  HMDA  data  was  again  used  by 
bank  management  to  complete  a  market  analysis  of  the  income  potential  for  a 
bank  facility. 

South  Chicago  Savings  Bank 

After  discussions  with  federal  regulators  about  their  lending.  South 
Chicago  Savings  Bank  decided  to  design  a  strategy  for  improving  their 
reinvestment  preformance.  HMDA  analysis  was  used  to  test  historical  ■arket 
demand  for  various  types  of  loan  products  and  to  inform  bank  aanageaent  of 
credit  opportunities  currently  being  met  by  competing  financial 
institutions. 


COIICLDSIOW 

Until  very  recently,  HMDA  data  has  not  been  available  in  machine 
readable  format.   This  has  meant  analysis  of  thousands  of  numbers  frooi 
hundreds  of  financial  institutions  has  been  done  without  the  benefit  of 
computer  speed  and  accuracy.   Despite  this  substantial  handicap,  HHDA  data 
has  been  a  critical  source  of  information  for  communities,  lenders  and 
regulators. 

As  demonstrated  in  this  sample  of  specific  experiences  with  the  data, 
HMDA  data  has  made  a  tangible  impact  on  credit  availability  in  Chicago, 
particularly  in  low-  and  moderate-income  and  minority  neighborhoods. 
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Renewal  of  the  legislation  is  an  appropriate  and  lov-cost  way  to  ensure 
that  all  neighborhoods  have  access  to  the  inforaation  they  need  to  Monitor 
housing  credit  flows.   Expansion  of  the  legislation  to  require  disclosure 
of  coomercial  and  consuoer  loans  froa  both  regulated  depository  and 
nondepository  lenders  irould  enhance  the  usefulness  of  this  invaluable  data 
base. 

NOTE  on  laproveaent  in  HMDA  D«t« 

Woodstock  Institute  has  collected  and  aaintained  copies  of  the  HMDA 
data  from  Chicago  financial  institutions  since  passage  of  HMDA  in  1975. 
Over  the  last  ten  years,  the  Institute  has  been  a  resource  for  comunity 
organizations,  regulators  and  financial  institutions  both  ma   m   central 
source  for  the  data  aa   well  as  a  technical  assistant  in  analysing  and  using 
the  data. 

The  Institute's  experience  with  using  HMDA  data  supplied  by  Chicago 
lenders  as  well  as  with  the  aachine  readable  HMDA  data  prepared  by  the 
Federal  Reserve  Bank  has  shown  that  the  quality,  accessibility,  and 
usefulness  of  the  data  has  improved  dramatically  in  recent  years.   A  brief 
description  of  the  Institute's  observations  on  these  changes  follows. 

The  quality  of  the  information  supplied  by  lenders  has  improved 
dramatically.   Following  enactment  of  HMDA,  financial  institutions  and 
regulators  alike  had  difficulty  interpreting  what  was  required  by  the  lav. 
However,  by  1978  there  was  fairly  uniform  reporting  of  similiar  information 
in  similiar  formats  by  Chicago  finaTicia   institutions.   Ihe  1980 
legislation  renewing  HMDA  (undated  a  uniform  reporting  format  which 
standardised  he   dat^.   There  has  also  been  consistant  improvement  in  the 
quality  of  the  information  reported  by  lenders.   Not  only  has  the  number  of 
obvious  errors  in  reporting  (such  as  reporting  10  mortgages  with  a  total  of 
$3,000  in  a  census  tract)  diminished  considerably  but  the  omissions  comann 
in  early  reports  have  all  but  disappeared. 

Although  HMDA  originally  required  disclosure  for  public  inspection,  it 
did  not  require  financial  institutions  to  make  photocopies  available  or  to 
facilitate  public  inspection  of  the  data.   Often  a  request  for  HMDA  data 
would  create  an  institution  wide  search  for  the  right  individual  to  produce 
the  information.   Many  times  the  inspection  was  allowed  only  after  a 
lengthy  delay.   Lenders  often  charged  exhorbitant  prices  for  photocopies  of 
the  information. 

The  1980  legislation  renewing  HMDA  mandated  the  creation  of  central 
depositories  for  the  data.  These  depositories  provide  a  single  location 
for  collection  of  HMDA  data  for  all  lenders  within  the  SMSA.  This  makes 
data  collection  less  intimidating  and  facilitates  the  analysis  of  credit 
availability  within  neighborhoods  through  comparison  of  lending  records 
from  various  financial  institutions. 
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Perhaps  the  nost  significant  improvement  in  accessibility  of  HNDA  data 
has  been  the  conversion  to  machine  readable  format.   In  1980,  the  Federal 
Reserve  began  to  collect  HNDA  data  from  other  regulators  and  convert  it  to 
a  machine  readable  format.   The  first  product  of  this  effort  was  the 
production  of  total  loan  volume  by  all  regulated  financial  institutions  in 
census  tracts  in  all  SHSA's.   These  totals  can  be  used  as  a  simple  measure 
of  loan  volume  in  each  census  tract.   They  also  make  possible  a  comparison 
of  individual  lender's  performance  to  overal  volume  within  a  census  tract, 
comparisons  of  loan  volume  among  neighborhoods,  and  an  examination  of 
lending  differences  in  central  city  and  suburb  locations. 

The  conversion  of  HMDA  data  to  machine  readable  format  for  the  first 
time  permits  comprehensive  analysis  of  credit  flows  within  snd  emong  SNSAs 
throughout  the  country.   HMDA  data  in  machine  readable  form  allows 
management  of  large  amounts  of  information  on  lending  performance  and 
patterns  on  computer,  both  mainframes  and  micros.   As  the  techniques  of 
managing  this  large  data  set  are  developed,  community  access  to  the 
information  will  dramatically  improve.   In  addition,  assessment  of  lender 
performance  will  become  more  timely,  accurate  and  accessible. 
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GLOBAL  INSURANCE 

BMO  BROOKVILLE  ROAD 
SILVER  SPRING.  MARYLAND  20910 

301-S8S-2870 


STATBBR    OB    HB     1 


BABBT  L. 
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fhaak  900  ymrj  bboIi  fw  this  optorPmltj  to  ooonit 
for  tto  vooozd  ca  Bl  1,  with  portioolar  foow  oa  tte 
Vidonl  Oiiao  Xaooraaoo  ArogroM.    Z  psovioMly  tostifiod 
bofozo  tto  nbooMittoo  oa  iprU  1,  1982  and  ttet  tostlMiqr 
iteuld  fOUov  tto  ooaelnaioB  of  todaj'a  eoMMto.** 

^  1962,  Z  IMS  oa  ostsUisted  lasazwoo  sfMrt  «te  was 
Tooal,  sxdsat  and  ooaoistMt  la  tbs  support  of  tbs  ICZP.     At 
tkst  tiao  Z  bsllsvod  tkst  tto  pcocrMi  sorvod  s  zmI  tmtotUm 
to  oa  vatozssrvsd  (vatorelassodt)  ooasUtoMMor.    Z  bslisrvad 
tkst  tho  oaly-ssar  laaor-oitj  bssiaossos  and  rosidoats  ooald 
obtala  sffordihio  orlat  lasozsaooy  ass  through  tho  Vidoral 
OovozoBOBt.    Por  two  zosaoaa,  Z  ao  loogor  hold  that  boliaf . 

Pirst,  Z  boliovo  that  tho  orlat  lasuroaoo  aov  offorod 
bj  tho  Podorol  ZMoraaoo  idaialstratloa  (lU)  Is  aot  sffordahla 
for  thoso  nhoa  It  ««■  orl«laally  latsadod.    Blstorloalljy  tho 
PCZP  oroao  oat  of  tho  vxbaa  sihos  of  aatloasl  oItII  dlatozbaaoso 
of  tho  1960*0.     Zt  is  aot  for  ao  to  horoia  sicao  that  thoso 
oooisl  probloas  vhioh  oaosod  tho  riots  havo  booa  ftedMnatally 
altorod.     Zt  is,    aoaotholoss,  quits  oloar  that  ovoa  if  tho 
ftedunatals  havo  aot  signifioaatly  ohaagod  fMa  tho  1960*s, 
thoir  asaifsstatioBs  havo.    Oriao,  or  tho  throat  of  oriao, 
doos  aot  ksop  busiaossos  fkoa  opoaiacy  oporstiag,  or  oloolng  ia 
today's  uxbsa  onTiroeauito. 

Ia  B7  1962  tostiaony,  Z  ggn  mauj  oxaaplos  of  otoros  ahloh 
oould  not  oporsto  without  tho  protootioa  of  oriao  iasarsaoo  or 
vhioh  oloood  foUMag  a  oriao.     Ia  rotroopoot,  Z  aov  bolionra 
Z  aay  havo  ovoratatod  mj  oaao.     That  ia,  upoa  olooor  o^aal nation 
of  thooo  aituationa,  it  aojr  bo  that  thoso  bnaiaoaaoa  that  olossd 

For    the   April    1,    1*>R?»    tofitimony,    see   the  "Housing   and    (Jrban-Pur«l    Peroverv 
Act   of    1982,"   Hearinqs   before   the   Subconwittee  on  Housino   and   Co^frunitv 
Development,    of    the  Committee  on  Ranking,    Finance  and   rjrban   Affairs, 
Mouse  of   Reoresentatives,    PART  4,    Serial    mo.    97-55,   page   7969. 
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«M«  ausliMl  or  vaimr  oapltalisod  or  oollip— rt  for  riMono 
boyoBd  tho  fMt  that  thoj  wort  Tiotiao  of  orlat.  lor  tbooo 
•zaaploa  vhoro  I  said  that  thay  oould  not  oparata  without 
iBooxoBoa,  tha  kaj  word  is  affordabla  iaaiuaDoa.  Vj  19^, 
tha  ottzzaot  and  propooad  fdP  pzaaiuBa  will  not  halp  rotala 
any  huainoaaaa  in  vxtea,  ondtraarvad  araaa.  fiaaUjr,  Z  do 
not  baUara  that  tto  fCIP  oan  oorzantly  attraet  haaiiwoio 
or  halp  kaap  hmliwaoo  ia  hl«h  oriat  araaa.  Z  haard  aothlaK 
ataUatieal  at  tha  Maroh  11,  19B5  haariiwi,  to  Mte  m  baUara 
that  hoaiBMoaa  (or  raaidanta)  would  la«va  or  not  MtUa  in 
■a  araa  baoaoaa  of  tha  Ao^A^AlIatllitr  of  oziM  iaoozaBoa. 
Z  ttozaforo  oonclwda  that  aiaoa  tha  fCZP  is  bo  1ob«w  Mating 
ita  aandata  to  prorida  affordabla  iaaozaBoa  ao  that  high  oziM 
axaaa  wUl  not  ba  daaartad  by  buaiaaaa  or  roaidanta,  tha  FCIP 
not  ba  raaawad* 

Tha  aaoond  raaaoa  tha  PaP  haa  oaUi^ad  ita  oaaAOaaaa  ia 
baoaaaa  1  baliara  that  tha  priTata  aaotor  oaa  battar  aayra  thia 
vntoraazrad  (or  vntorolaaaadt)  aazkat.  9j  "battar  aarva**,  Z 
■aaa  ba  aora  raapoaaiira  to  tha  raal  aaada  of  buainaaaaa  and 
zaaidaata  in  tho  mtea  araaa.  In  mj  1  aaartra  of  1962,  Z  waa 
Qinita  oaadid  about  tha  adaiaiatratiTa  problaaa  of  tha  asiatiag 
PCZP.  1  hwra  ooeoludad  that  thaaa  problaaa  axa  iaharaat  to  tha 
Pzosraa  aad  oaa  aavar  ba  oorraotad.  Claiaa  adjoataaat  by 
Vidaral  ataodarda,  oaa  aavar  ba  fair  to  all  aaall  boaiaaaaaaat 
aoaa  aaall  buainaaaaa  will  alwaya  auffar  aa  a  raanlt  of  tha 
bttzaauoracj.  Zt  ia  poaaibla  that  fawar  buainaaaaa  will  ba 
hazaad  by  alow  olaiaa  adjoataaat  or  billing  arroro  or  protootiTa 
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d0Tio«  r^qiiixeBontSy  if  thej  pxoaalgated  bj  a  flaanoiallj 
Interested  party  (private  indostry)  iaatead  of  a  vell-iatended 
but  ttltiaately  unresponaiye  Imreaaerat*  Ibr  aany  years  I 
hare  waited  for  the  idalnistrative  burdens  of  tbe  FCIP  to  be 
shaken  down  or  elialnated.  Sinoe  tbe  problem  I  oatliaed  in 
1962  seeain^y  cannot  be  aaeliorated^  I  urge  you  not  to  rsnev 
the  FCIP. 

In  oondusion,  I  ask  both  Seaoerats  and  Bapublioaas  to 
look  closely  at  the  FCIP*  is  an  insurance  agent  who  has  been 
intiaately  involred  and  interested  in  this  Pjrograa  sinoe  xts 
inception,  I  believe  that  the  reasons  for  its  esistanoe  are  no 
longer  valid.  Since  it  is  neither  truly  affordable  nor 
ately  adainisteredy  it  has  no  usefulness  or  national  oonatitusnoj* 
In  li^t  of  other  national  problem,  suoh  as  budget  defloits,  the 
Federal  Criae  Insurance  Ptograa  does  not  mrit  Congressional 
funding  or  approval. 
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WRITTEN  TESTIMONY  OF 

SHELDON  L.  SCHRBIBERG 

COUNSEL  TO 

THE  NATIONAL  ADVISORY  COUNCIL 

OF  HUD  MANAGEMENT  AGENTS 

March  14,  1985 

FOR  THE  HEARING  RECORD  ON  H.R.  1 

HEARINGS  BEFORE  THE  COMMITTEE  ON  BANKING, 

FINANCE  AND  URBAN  AFFAIRS, 

SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY 

DEVELOPMENT,  U.S.  HOUSE  OF  REPRESENTATIVES 
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Brownstcin  Zcidman  and  Schomcr 

My  name  is  Sheldon  L.  Schrelberg.  I  am  presenting  this 
testimony  in  support  of  B.R.  1  as  counsel  to  the  National 
Advisory  Council  of  HUD  Management  Agents.  The  Council  comprisss 
36  independent  management  firms  from  all  regions  of  ths  coantcy 
that  are  responsible  for  the  management  of  approximately  35  per- 
cent of  all  HUD-financed  housing  in  the  country.  Our  officecs« 
for  instance  r  acs  aware  of  issues  in  many  sectors  of  the 
country:  Council  President  Daniel  B.  Grady  is  from  Californlai 
First  Vice-President  William  Kargman  from  Massachusetts!  Second 
Vice-Prebident  Irwin  Yeagle,  New  Jersey i  Secretary  Robsrt  Shirer* 
Florida r  and  Treasurer  Harold  Platter,  Tennessee.  We  engage  in 
an  ongoing  dialogue  with  the  regulatory  agencies  on  procedures » 
practices  and  regulations  that  will  make  housing  work  better i  we 
also  try  to  practice  what  we  preach. 

Our  position  is  virtually  unchanged  from  that  expressed  last 
year  by  G.  Lindsay  Crump*  Council  Chairman,  in  testimony  before 
the  Manpower  and  Housing  Subcommittee  of  the  House  Committee  on 
Government  Operations,  when  the  Council  urged  passage  of  B.R. 
5254,  Congressman  Frank's  proposal  to  authorise  a  direct  loan 
program  to  preserve  existing  housing  stock.  That  is  a  goal  cmn- 
tral  to  our  concerns.  At  that  time  the  Council,  and  every  other 
sector  of  the  industry  —  owners,  builders,  managers,  tenants  and 
state  agencies  —  supported  that  legislation. 

It  is  increasingly  urgent  today  given  the  nature  of  tho  tax 
proposals  put  forward  since  that  time  by  the  Troasory 
Department.  Real  estate  finance  and  developsMnt  and  thm 
prospects  for  preserving  existing  multifamily  housing  would  bo 
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among  the  big  losers  should  these  proposals  pass  in  their  present 
form.  What  makes  the  thrust  o£  the  Frank  proposal  even  more 
critical  is  that  the  tax  proposals  %ould  kill  resyndication, 
tfhich  previously  offered  some  prospects  for  assistance  to  our 
existing  rental  stock. 

The  Council  therefore  supports  the  major  directions  of 
H.R.  1  and  applauds  the  Committee's  efforts  to  maintain  existing 
HUD  programs  at  their  current  funding  levels i  for  the  reasons 
discussed  below,  the  Council  also  urges  the  inclusion  of 
Congressman  Prank's  legislative  proposals  in  H.R.  1. 

Our  immediate  concern  is  for  the  existing  stock  of  nearly 
700,000  units  of  Section  221(d) 3  BNIR,  221(d) 3  100  percent  rent 
supplement  and  Section  236  multifaunily  projects  that  are  still  in 
private  hunas,  and  that  are  10  to  13  years  old  today  and  in  grow- 
ing need  of  capital  repairs. 

Most  of  these  projects  have  paid  their  own  way  over  the 
years,  have  enjoyed  marginal  cash  flow,  but  simply  do  not  have  an 
adequate  reserve  or  other  source  of  funds  for  immediate  repair  or 
replacement  of  major  systems.  For  the  past  several  years  the 
housing  management  industry  has  sought  federal  recognition  of  the 
need  for  a  workable  program  that  would  provide  funds  for  these 
projects  as  required  in  order  to  preserve  the  properties  against 
further  deterioration. 
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These  funds  need  to  be  borrowed,  with  loans  to  be  paid  back 
in  a  businesslike  fashion,  based  on  amortization  schedules  and 
interest  rates  compatible  with  the  project's  cash  flow  capabili- 
'.ics  and  without  restrictions  that  would  strip  owners  of  whatever 
freedom  to  do  business  they  presently  enjoy  under  the  existing 
regulatory  agreements. 

Industry  surveys  made  in  1983  indicate  that  approximately  10 
percent  of  the  HUD  multifamily  inventory  has  an  immediate  need 
for  an  average  expenditure  of  $800  per  unit,  with  repair  or  re- 
placement levels  ranging  from  $500  to  up  to  $3,000  per  unit. 

'The  needs  range  from  roofs,  driveways,  and  siding  faults  to 
major  problems  with  plumbing  and  HVAC  systems.  When  projected 
over  at  least  10  years,  the  cost  of  the  necessary  improvements  is 
expected  to  average  about  $3,000  per  unit.  Mot  only  la  the  pre- 
se.it  need  serious,  but  history  shows  that  unless  repairs  are  made 
when  the  problem  occurs,  both  the  rate  of  deterioration  and  the 
costs  accelerate. 

These  estimates  are  further  borne  out  by  facts  flowing  from 
the  current  resyndication  of  existing  projects.  Projects  we  see 
and  consider  for  purchase  and  resyndication  are  requiring  immedi- 
ate up  front  repairs  averaging  $800  per  unit.  At  the  same  time, 
an  examination  of  the  major  physical  components  of  these  same 
projects  shows  an  average  of  $3,120  per  unit  in  additional  capi- 
tal repairs  can  be  expected  over  the  next  10  years.  This  is 
fully  consistent  with  the  industry  survey  noted  earlier. 
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Such  probl«BS  ar«  not  imosuaXi  as  raal  astata  agas  it 
requires  repair  and  replaceaent.  Where  real  estate  is  eonvan- 
tlonally  financed,  such  repairs  are  handled  on  a  bnsinass-like 
basis  with  the  omer  going  either  to  the  ^«>rtgages  or  to  the 
local  bank,  arranging  refinancing  or  a  short* tent  loan,  aaking 
the  repairs,  raising  rents  if  necessary,  and  using  the  project 
cash  flow  to  repay  the  loans.  Subsidised  housing  cannot  operate 
that  freely  I  an  owner  can  do  only  what  HOD  and  the  State  agencies 
permit.  The  following  scenario  acre  closely  describes  the  situa- 
tion for  subsidised  housing: 

1.  Bank  loans  are  rarely  available.  The  projects 
themselves  do  not  represent  worthwhile  credit  as  they 
cannot  be  encunbered;  also  the  restricted  project  cash 
flow  cannot  accommodate  market  interest  and  a  quick 
payback  period. 

2.  The  only  federally-sponsored  second  mortgage  program 
available  today  is  Section  241— long  since  found 
unworkable  because  of  the  time  and  costs  involved  and 
the  absence  of  interested  mortgagees.  Fewer  than  70 
Section  241  loans  have  been  processed  over  the  past  IS 
years  -  -  hardly  a  vehicle  likely  to  prove  responsive 
to  several  thousand  projects  in  need  of  physical 
assistance. 
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3.  Project  replacement  reserves  are  noefully  Inadequate. 
Most  projects  began  business  11  to  14  years  ago  with 
average  annual  deposits  of  $65  to  $75  par  unit  and  aany 
have  not  J)een  able  to  increase  the  deposit  rate  because 
rent  levels  in  their  aarket  area  tfon't  permit  it.  We 
are  talking,  therefore,  about  an  average  reserve 
balance  today  of  around  $340  par  unit  or  the  equivalent 
of  what  should  be  deposited  each  year  in  order  to  meet 
future  needs.  Annual  deposits  into  project  reserves 
should  be  five  times  their  present  average  rate. 

4.  The  flexible  subsidy  loan  program  could  be  regarded  as 
a  source  of  funds  except  that  this  program  ms  designed 
for  projects  already  in  distress.  The  projects  in 
question  are  not  in  distress;  indeed,  the  very  purpose 
of  proposed  H.R.  5254  was  to  keep  them  from  reaching 
that  point.  Additionally,  the  flexible  subsidy  program 
places  several  restraints  on  project  operations  that 
oimers  of  these  relatively  stable  projects  simply  can- 
not justify.  Although  the  flexible  subsidy  program  has 
served  a  valuable  purpose,  it  is  a  last  resort  inappro- 
priate for  the  rental  stock  under  discussion. 
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5.  Finallyr  until  the  end  of  1984  resyndication  of  exist- 
ing projects  also  could  be  regarded  as  a  source  of 
funds  to  preserve  and  rehabilitate  the  projects  involv- 
ed. The  tremendous  unc^Ltainty  created  by  last 
November's  Treasury  proposals  has  killed 
resyndications.  Even  if  the  Treasury  position  were 
reversed  or  rejected,  the  more  important  point  is  this 
question:  Should  an  oimer  be  required  to  sell  his 
property  in  order  to  repair  his  roof? 

In  summary,  there  is  no  source  of  funds  for  major  preventive 
measures  except  the  oi«ner*s  pocket,  an  obviously  limited 
resource. 

We  believe  that  a  solution  must  be  found  to  address  this 
ever-growing  problem;  or  else  America  itself  will  come  out  the 
loser.  The  options  for  preserving  critical  rental  stock  diminish 
as  the  prospects  for  production  of  new  moderate  income  rental 
housing  dims  appreciably.  It  is  a  matter  of  economic  equity  as 
well  if  we  realise  that  renters  overall  represent  a  sector  of  our 
population  at  half  the  income  level  of  homeowners.  To  the  extent 
we  accept  the  loss  of  decent  rental  housing,  we  fail  in  our  re- 
sponsibility to  provide  decent  housing  for  all  sectors  of  our 
society.  The  Council  strongly  supports  Congressman  Prank's  pro- 
posed legislation,  urges  its  inclusion  in  H.R.  1,  and  makes  these 
specific  comments X 
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We  support  the  concept  of  a  direct  loan,  adainistered  by  the 
Loan  Management  office  of  HUD.  This  will  redace  federal  and 
industry  administrative  costs  and  permit  timely  action. 

Ne  agree  that  the  owner  should  participate  in  providing  the 
necessary  funding  and  that  a  contribution  is  reasonable.  Ne 
have  trouble  conceptually,  however,  with  the  provision  to 
increase  the  owner's  contribution  beyond  20  percent  if  the 
income- to-rent  ratios  of  the  residents  suggest  the  rents 
cannot  accommodate  additional  debt  service  on  any  other 
basis.  Experience  tells  us  that  the  stated  maximum  becosws 
the  minimum  in  this  business.  We  recommend  the  legislation 
remain  silent  on  this  point  with  language  instead  that  per- 
mits the  Secretary  and  the  owner  Lo  exercise  discretion 
based  on  the  circumstances  in  individual  cases. 

We  also  agree  that  energy  efficiency  measures  be  incorporat- 
ed into  the  schedule  of  repair  work  for  the  components 
involved  and  that  an  effective  preventive  maintenance  system 
be  required. 

As  stated  earlier,  the  interest  rate  to  be  charged  and  the 
term  for  repayment  should  be  compatible  with  the  project's 
ability  to  repay.  If  a  rate  of  6  percent  is  determined 
appropriate  by  the  Congress  for  the  purposes  of  this  legis- 
lation, (and  we  believe  this  rate  to  be  appropriate)  then 
all  loans  should  be  made  at  that  rate  but  repaid  over  vary- 
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ing  periods  o£  tiine  not  to  exceed  the  remaining  term  o£  the 
first  mortgage.  The  interest  rate  should  be  less  than  6 
percent  only  if  it  is  determined  that  the  additional  debt 
service  will  result  in  rent  levels  exceeding  the  ability  to 
pay  of  the  majority  of  the  tenants. 

During  the  term  of  the  loan  the  owner  should  retain  the 
opportunity  to  earn  the  available  limited  dividend.  This 
contrasts  with  the  flexible  subsidy  program  wherein  the 
limited  dividend  is  waived  so  long  as  the  loan  is  in  force. 

We  do  not  agree  that  an  owner  should  be  required  to  maintain 
the  low  -  and  moderate  -  income  character  of  the  property  to 
any  extent  beyond  his  present  obligations.  If  the  owner 
borrows  in  good  faith,  repays  the  loan  on  time,  sticks  by 
all  the  rules,  and  is  required  to  prepay  the  loan  in  a  sale 
or  refinancing  we  believe  that  is  enough.  It  is  highly 
questionable,  in  any  event,  that  the  properties  involved  may 
ever  be  other  than  low  and  moderate  in  character  given  their 
design,  location  and  lack  of  amenities.  It  seems  to  us, 
therefore,  that  the  housing  stock  can  be  much  better  seived 
by  providing  workable  tools  to  maintain  and  preserve  the 
stock  for  those  who  live  there  now  and  who,  in  all  likeli- 
hood,, will  remain  as  the  residents  in  the  future  due  to  free 
market  forces* 
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We  feel  strongly  that  the  probable  scope  of  this  program  is 
more  than  reasonable.  If  there  are  700,000  units  at  stake,  of 
which  approximately  10  percent  of  the  total  each  year  require  an 
average  of  $800  per  unit  in  capital  repairs,  then  we  are  talking 
about  $50-  $60  million  per  year  in  loans.  This  is  consistent 
with  the  proposed  legislation.  On  the  other  hand,  we  understand 
HUD  has  made  estimates  that  approximate  $1.4  billion  over  15 
years,  which  represents  around  $93  ■illion  per  year.  Soaswhere 
in  between  may  lie  the  full  answer. 

That  being  so,  a  buy-down  of  interest  from  a  market  rate  of 
12  percent  to  a  loan  rate  of  6  percent  on,  say,  $60  million  in 
loans,  would  cost  only  $3  to  $4  million  per  year  in  interest 
subsidy.  One  good  claim  against  the  insurance  fund  amounts  to 
more  than  that. 

Given  those  workable  parameters,  we  believe  Congressman 
Frank's  proposed  legislation  would  fill  a  huge  void  in  the  indus- 
try. There  is  no  one  answer  to  the  problem  of  preserving  this 
housing.  Certainly  the  resyndication  program  is  an  effective 
preservation  tool  and,  by  all  means,  must  continue.  For  those 
projects  that  are  beyond  the  scope  of  all  other  programs » 
flexible  subsidy  assistance  is  critical.  In  between  these  two 
programs  an  urgent  need  exists  to  assist  these  aging  products. 

We  also  have  only  one  comment  on  Title  II  of  the  Prank 
legislation.  We  have  no  quarrel  with  its  thrust  and  gensrally 
support  its  objectives.  Section  204,  however,  expands  the  numbsr 
and  types  of  an  owner's  basic  investment  decisions  as  to  «fhicb 
the  HUD  Secretary  may  invite  and  consider  tenant  comment.  Spsci- 
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fically  it  appears  to  include  an  owner's  request  to  pay  off  a 
mortgage  or  sell  his  property.  The  entire  area  of  tenant  parti- 
cipation in  aanageaent  is  one  ifhich  has  been  debated  by  the 
Congress  for  the  past  n*ven  or  eight  years i  we  believe  present 
law  strikes  a  good  balance.  While  tenants  often  have  a  valuable 
contribution  to  make  in  many  aspects  of  day  to  day  aanageaent, 
there  is  no  need,  no  place,  indeed,  no  right  for  then  to  partici- 
pate in  such  fundanental  investment  decisions. 

In  concluding  our  statement  we  want  to  express  again  our 
sincere  appreciation  to  the  Cooniittee  for  its  courageous  efforts 
this  year  and  in  the  past,  and  especially  for  proposing  H.R.  1. 
We  urge  you  to  include  Congressman  Frank's  much  needed  legisla- 
tion. It  addresses  a  critical  issue  affecting  the  very  future  of 
the  entire  low  and  moderate  income  stock. 
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(The  New  Republic.   March  18.  1985) 


What  Ronald  Reagan  could  leam  from  Qiarles  Didcens. 

Abandoned  Americans 


By  Dorothy  Wickenden 


ON  SUNDAY,  November  A,  a  few  hours  after  he  end- 
ed his  51-day  hunger  strike,  Mitdi  Snyder  appeared 
on  "60  Minutes."  Mike  Wallace  began  by  calling  him  "the 
shepherd  of  die  homeless  in  Washington,  the  nation's 
capital,"  and,  toward  the  end  of  the  interview,  asked  in 
his  most  seductive  manner  "Gaiuihi,  Mooter  Theresa* 
Martin  Luther  King— Mitch  Snyder?"  '?Jo,"  Snyder  re- 
plied in  a  rare  burst  of  modesty,  1  wouldn't  go  that  far." 
He  had  already  gone  pretty  far  he  had  starved  himself 
nearly  to  death  in  order  to  bludgeon  the  Reagan  adminis- 
tration into  supplying  up  to  five  million  dollars  to  repair 
the  n.oldering  shelter  foi  tne  homeless  he  ruiu  at  <i25 
Second  Street  NW.  just  nordt  of  the  Capitol.  The  admiius- 
trzbon.  faced  with  the  prospect  of  a  martyred  Snyder  on 
television's  highest-rated  news  show  two  days  before  the 
election,  capitulated. 

Four  months  later,  the  repairs  are  still  in  the  frfanning 
stage.  In  the  meantime,  die  building  remains,  as  Snyder 
pithily  puts  it,  "a  place  fit  for  vermin  aiMl  trash."  Heavy 
metal  screens  have  been  affixed  to  all  of  the  wiiMknvs  to 
keep  out  vandals.  The  cavernous  cortcrete  basem^mt 
serves  as  a  feeding  and  "drop-in"  center  for  up  to  1,000 
men  during  the  day  and  early  evening.  At  8  p.m.  the 
upper-floor  dormitories  open.  (A  separate  section  of  the 
building  houses  about  100  women  at  night.  They  are  asked 
to  leave  at  8  a.m.  There  is  as  yet  nowhere  for  them  to  go 
during  the  day.)  The  stairways  reek  of  urine  and  many  of 
the  walls  have  been  kicked  in.  Five  or  six  live-in  volunteers 
patrol  the  shelter's  labyrinthine  corridors  and  dormitory 
rooms  uith  walkie-talkies  in  case  of  trouble.  As  I  arrived 
one  night  this  winter,  a  man  was  being  ejected  from  the 
premises  for  attacking  another  "guest."  Snyder  matter-of- 
factly  pointed  out  f  pool  of  congealed  blood  near  one 
stair^'ell:  "A  guy  was  stabbed  here  a  few  nights  ago.  No 
ones  cleaned  it  up  yet." 

The  First  District  police,  who  file  the  reports  on  assaults, 
disorderly  conduct,  and  thefts  at  the  shelter,  refer  to  it  as 
"the  Second  Street  Hilton."  Health  and  Human  Services 
Secretary  Margaret  Heckler,  who  granted  Snyder  the  ini- 
^al  temporary  lease  on  the  federally  owned  building  Ust 
winter  and  was  a  guest  speaker  at  its  festive  opening, 

baled  it  as  "a  sanctuary"  and  "a  symbol  of  hope There 

«s  enough  love  here  today  to  heat  this  building  for  many 
yvars  So  that  is  no  problem."  Heckler's  optimism  proved 
•"  *>*  premature.  Snyder  is  %vell  known  for  his  imperious 
"tanner.  He  rehises  to  work  with  other  shelter  administra- 


tors in  the  dty,  and  as  a  adf-ptodaincd  aoMrdosl  he  be- 
lieves diat  "ttte  fedenl  and  local  gpvwniiMnl&  hawt  no 
right  fo  exist.  ""We  accept  only  ncntnu  uun^  Iran  tnCBi,'* 
he  told  me,  "Kkebuildii^."  A  fewmomlv  after  iKtopw- 
mg  loveiest,  Snyocr  announced  that  if  nie  lease  wee  not 
extended*  he  and  his  g^oup  would  act  up  tana  in  LiiqrcMt 
Park  across  from  the  WhHe  House.  The  i 
agreed  to  his  damandSy  as  It  did  wncn  na  bcgpn  a 
wraithlike,  on  "Nighliine"  and  "60  Kfinutes." 

What  should  we  do  about  the  homakaa?  IhawtwHin 
people  from  starvii^  to  doatfi  or  dying  of  txpo&un  in  tfie 
streets  is  nte  abaohite  ninimal  owigption  ot  aodaiy .  Tohii 
credit,  Snyocr  has  forced  America  to  reooBact  niBt  oMfyi> 
tion.  Yet  the  spioutog  of  amaigency  ahdton  like  tfie  one 
at  Second  Street  are  hardly  "symbob  ol  hope."  TKcae  new 
"sanctuanes,"  duonicaiiy  underfunded  and  poori^ 
staffed,  are  oAcn  dangerous  at  weO  as  aqjoafid.  Ttey  tn 
the  end  product  of  a  long  chain  of  abysmal  aodal  fiiaea. 
iney  staitcd  on  as  temponvy  ha  vena.  In  Ine  aoacnoa  of 
any  coherent  policy,  diey  have  evolved  into  an  ahctnale 
fbnn  of  public  hoining  «nd  paychiatric  care.  The  tnA  is 
diat  they  resemble  nothing  *o  mudi  as  tfie  poor  hoaaes 
and  insane  as^ums  of  ttte  past 

There  is  stiD  considerable  confusion  about  hoar  nany 
homeless  people  there  are  m  Aoienca,  iwnio  tncy  are,  way 
they  are  on  the  streets,  and  how  they  should  be  piowded 
for.  And  it's  not  for  lack  of  attention.  Over  the  past  sevcnl 
years,  oounness  reports  have  been  written,  oong^csiMmal 
hearings  hdd,  task  forces  formed,  and  lawsuits  fikd  on 
behalf  of  a  group  of  people  that  was  once  poKticBly  pow- 
erless and  socially  mvisible.  Politicians  and  the  pubic 
dismayed  by  accounts  of  rapidly  growing  numocrs  of  pc^ 
pie  living  in  alleys,  cars,  and  carcttnard  boates,  are  b^pn- 
ning  to  address  an  issue  tttat  used  to  concern  only  Salva- 
tion Army  workers  »nd  religious  charities. 

Yet  the  causes  of  homelcssness  are  not  a  mysteiy.  That 
is  the  massive  release  from  large  stale  hocpitab  of  mcniri 
patients  over  the  last  20  years,  in  a  movemeia  known  as 
"deinstitutfonahzation";  the  evcrsiwindling  supply  of  af- 
fordable housing  for  the  poor;  continuing  ki^  unemploy- 
ment; and  the  shaving  of  welfare  benefits  and  ttte  ti^Men- 
ing  of  eligibility  rc<|uirements.  Solutions  are  harder  la 
come  by. 

The  administration  has  been  caBed  to  task  in  two  con- 
gressional hearings.  The  first  was  for  a  report  issued  tan 
May  b>'  the  Department  of  Housing  ai«d  Urban  Devcfop- 
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ment  that,  according  to  critics,  whitewashed  the  crisis. 
The  other,  in  .N'ovember,  focused  on  the  administration's 
failure  to  fulfill  its  pledge  to  supply  empty  federal  build- 
ings and  surplus  food  for  the  homeless.  At  the  time  of  the 
hearing.  orUy  three  buildings  had  been  obtained,  includ- 
ing Mitch  Snyder's  shelter.  The  food  distributed  through 
190  nulitar>-  commissaries  was  found  to  be  negligible.  And 
S/.l  miUion  of  the  eight  million  dollars  Congress  had  ap- 
propriated to  the  Department  of  Defense  to  renovate  emp 
t\'  military-  facilities  had  been  spent  on  routine  defense 
maintenance  instead. 

HUD'S  Repon  on  the  Homeless  and  Emergency  Shelters  be- 
came a  cause  c^l^bre  for  concluding,  among  other  things, 
that  there  were  "onK-"  250,000  to  350,000  homeless  people 
nation%\ide  seeking  shelter  on  an  average  night  in  Decem- 
ber 1963  and  Januan*  1964.  "Fw  most  people  who  become 
homeless."  the  report  says  dweiily,  "their  condition  is 
recent  and  likek  to  be  temporary."  Most  studies  judge  the 
correct  number  to  be  two  or  three  miUion.  An  eiuaged 
Mitch  Snyder  demanded  that  HUD  retract  its  figures.  For  a 
time,  this  was  one  of  the  conditions  for  ending  his  hist. 
The  congressional  hearing  sho%ved  fairiy  convincingly  diat 
the  methodologx'  of  the  report  was  indeed  slipshod  and 
that  the  numbers  w.:re  too  low*. 

But  the  HUD  report,  for  all  its  inaccuracies  and  compla- 
cency, implidth'  confirmed  what  other  studies  and  news- 
paper stories  have  been  saying.  First,  the  problem  is  get- 
ting worse,  and  the  rapid  proliferation  of  shelters  canrK>t 
keep  pace.  Even  using  HUD'S  figures,  there  are  only  about 
half  as  many  beds  in  emergence'  shelters  at  there  are  peo- 
ple in  need  of  them.  And  second,  the  widespread  impres- 
sion that  most  of  the  homeless  are  chronically  alcoholic  or 
mentally  ill  is  wrong.  The  shelter  population  *s  actually 
getting  younger;  the  average  age  is  usujdhr  judged  to  be  34. 
HUD  says  that  at  least  35  percent  to  40  percent  of  the  toUl  is 
recently  unemployed.  And  this  group  is  getting  to  look 
more  like  the  t\*pical  poor,  there  are  more  minorit>'  people, 
particulariy  blacks,  and  more  single-parent  families. 

MUCH  HAS  BEEN  made  of  the  faUures  of  deinstitu- 
tionalization. A  widely  dted  clinical  study  pub- 
lished last  December  in  The  American  /ouriMi  of  Ps}/chitary 
daimed  that  at  one  supposedly  tx^ncal  shelter  in  Boston  at 
least  40  percent  of  the  residents  %vere  psychocics,  29  per- 
cent were  dironic  alcoholics,  and  21  percent  had  severe 
personalitx'  disorders  of  one  kind  or  aiK>ther.  The  implica- 
tion is  that  90  percent  of  homeless  people  are  drunks  or 
lunatics.  That's  a  big  exaggeration.  The  Task  Force  Report 
of  the  American  Psychiatric  Association,  Tfcf  Homeless 
Mentally  III.  the  most  thorough  and  %videly  respected  in- 
vestigation of  the  subject,  estimates  that  of  about  two 
miUion  homeless  people  in  the  United  States,  perhaps  "as 
many  as  half  suffer  from  alcohol,  drug  abuse,  or  mental 
health  problems."  Most  other  nationwide  studies  confirm 
this  conclusion. 

Clearh'  a  lot  of  homeless  people  got  diat  way  as  casual- 
ties of  a  cruelly  ineffective  mental  health  system,  and 
emergency  dwHers  are  a  pocnr  substitute  for  sustained 


psychiatric  care.  Many  of  the  deinstitutionalized  who  had 
been  lixing  relatively  indepeiuient  lives  lost  their  Soda] 
Security  Disability  Insurance  and  Supplemental  Security 
Income — and  subsequently  their  homes*— in  the  Reagan 
administiration's  1961  paring  down  of  benefits  aiMl  purg- 
ing of  the  rolls.  What's  more,  a  new  generation  of  "space 
cases,"  as  they  are  krK>wn  among  other  street  peoyrie,  b 
beginning  to  show  up  in  dty  shelters.  Many  of  them  are 
schizophrenics;  otiters  are  strung  out  on  drugs  like  PCP. 
Apart  from  occasioiul  trips  to  hospital  emergency  rooms, 
most  have  received  no  professional  help  of  any  kiiMi. 

Nevertheless,  the  composition  of  the  homeless  popula- 
tion is  changing.  The  hundreds  of  thousands  who  crowd 
through  the  doors  of  dty  shelters,  welfare  hoteto, 
churches,  and  synagogues  each  night  for  a  meal  aiMl  a 
mattress  are  not  only  the  traditional  social  outcasts— the 
bag  ladies,  skid-row  alcoholics,  and  muttering  schizo- 
phrenics who  are  a  familiar  part  of  the  urban  landscape.  In 
growing  numbers  they  are  being  joined  ttiere  by  battered 
women,  elderly  poor  and  disabled,  and — most  significant* 
ly — ^unemployed  people  with  their  entire  fiunilies. 

IN  THE  MIDST  of  the  recession  a  few  years  ago,  the 
papers  were  filled  with  stories  of  lines  at  soup  kitdtens. 
Great  Depression-style.  Today,  in  the  midst  of  the  eco- 
nonuc  recover}',  the  stories  are  about  unemployed  work- 
ers  in  the  industrial  Midwest  whose  benefits  have  expired 
and  who  can  no  longer  afford  their  rent;  or  about  peo|^ 
living  in  cars:  or  about  families  seeking  temporary  sheher 
at  dty  welfare  offices.  It  is  becoming  apparent  that  many 
of  the  poor  have  not  shared  in  the  economic  recovery. 
Indeed,  many  of  them  have  sufiered  from  it. 

Ever>'  major  recent  study  d^es  neighborhood  gentrifica- 
tion  and  the  decline  in  k>w-income  housing  (particulariy 
single-room  occupanc)'  hotels,  or  SROs)  as  principal 
causes  of  homelessness.  The  hAaking  of  America's  Homdm, 
the  latest  report  by  the  nonpartisan  research  group,  ttte 
Community  Serviced  Society,  estimates  that  2.5  miUion 
Americans  wery  year  lose  tfieir  homes,  and  about  500,000 
knv-rent  apartments  vanish  as  a  result  of  conversion,  ar- 
son, abandonment,  inflation,  and  demolition.  In  Denver, 
which  is  experiencing  both  rapid  redevetopment  aiMl  an 
influx  of  unempk>yed  from  the  industiial  belt,  the  problem 
is  particularly  severe.  Boarding  houses  in  the  tow-rent 
disbricts  are  being  replaced  by  condominiums;  the  number 
of  boarding-room  beds  decreased  from  about  1,300  to 
about  400  over  the  last  eight  years,  according  to  the  Na- 
tional CoaUtion  on  the  Homeless.  Numerous  shelter  ad- 
ministirators  emphasized  that  most  of  their  charges  are  the 
itew  poor. 

In  mid-February  Ruth  Marcus  reported  in  The  VMung- 
ton  Post  that  shelters  in  the  suburbs  are  now  being  inun- 
dated b>-  the  working  poor.  "Often  working  at  service  jobs 
for  the  minimum  wage  of  S3.50  an  hour  .  .  .  they  may  be 
hit  by  a  run  of  bad  luck,  or  their  housing  situation  may 
simply  coUapse  under  the  strain  of  skyrocketing  suburban 
rents."  Even  when  die  ovcraU  unemployment  rate  is  go- 
ing down,  people  stiU  k»e  their  jobs*--and  their  hornet.  A 
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report  b\-  the  U.S.  Conference  of  Mayors,  HomdnsnaS'  in 
Amtrico'f  Cities.  corKluded  that  although  unemployment 
had  dropped  in  the  ten  dties  it  studied,  the  population  in 
need  of  emergency  shelter  had  increased.  Spokesmen  in 
San  Francisco  said  that  63  percent  of  those  in  shelters  have 
"marketable  skills."  New  York  City's  Human  Resources 
Administration,  which  runs  the  cit>'  shelter  system,  says 
that  about  30  percent  of  recent  arrivals  were  there  because 
they  had  recently  lost  their  jobs.  As  the  Communit\'  Serv- 
ices SocietN'  explams  in  Hardship  in  the  Heartland.  "Some- 
thing  happens — a  job  is  lost,  unemploN-ment  benefits  run 
out,  creditors  and  banks  move  in  to  foreclose,  eviction 
proceedings  begm — and  quite  suddenly  the  respectable 
poor  find  themselves  among  the  disreputable  homeless." 

One  especially  vulnerable  group  is  poor  young  families. 
They  have  suffered  at  the  hands  of  the  Reagan  admin- 
istration over  the  last  four  years:  in  slashes  in  hous- 
ing assistance  (Si. 8  billion).  Aid 
to  Families  %«nth  Dependent 
Children  (S4.8  billion),  child 
nutrition  (S5.2  billion),  food 
stamps  (S6.8  billion),  and  k>w- 
iiKome  ertergy  assistance  (STOO 
million).  For  many  jears  short- 
sighted local  housing  policies 
have  fostered  urban  renewal 
but  have  given  scant  atten- 
bon  to  those  removed  from  con- 
demned buildings.  And  fam- 
ilies that  k>se  their  homes 
soon  discover  that  social  ser- 
vice bureaucracies  are  already 
overextended  ■ 

In  New  Yo.k  City  ihe  number 
of  homeless  families  housed  by 
the  dt\-  in  hotels  has  more  than 
doubled  siiKe  January  1983,  ris- 
ing from  1,400  to  3,285  last  De- 
cember. On  January  9  this  year.  New  York's  shelters  and 
hotels  took  in  an  unprecedented  20,000  people;  63  percent 
of  them  were  families.  Tens  of  thousands  of  other  poor 
families  are  believed  to  be  "doubling  up"  with  friends  and 
relatives.  Even  more  disturbmg,  according  to  Robert 
Hayes,  counsel  to  the  National  Coalition  for  the  Home- 
less, there  are  now  more  chiklren  under  the  age  of  16  than 
there  are  single  adults  staying  in  the  city's  emergencx- 
shelter  system.  A  wrenching  story  by  Jane  Gross  m  ITif 
Sfw  York  Times  in  January  chromded  the  seven-month 
ordeal  of  a  pregnant  woman  and  her  five  children  who 
spent  countless  days  and  nights  being  sent  from  kxal 
welfare  offices  to  overcrowded  shelters  to  an  HRA  Emer- 
gency AssistarKe  Unit— none  of  which  had  so  much  as  a 
bed  to  spare.  "Often,  those  m  the  shelters  yearn  for  a  berth 
m  a  single-room  occupanc>'  hotel.  But  those  who  have 
brax-ed  the  hotels,  where  they  say  they  are  often  robbed 
and  molested,  return  gratefully  to  the  shelters  they  once 
damored  to  leave.  Some  say  they  prefer  the  streets  to  the 
degrading  and  debilitating  process  of  finding  a  bed,  but 


are  chased  indoors  by  fear,  cold,  illnecs,  or  Inror  that  the 
Bureau  of  Child  Welfare  «vill  separate  them  from  Hitv 
children." 

Here  in  Washington,  the  dty  currently  copes  with  fam- 
ily homelessness  through  what  is  known  as  the  "optn 
market"  system.  Homeless  families  must  go  each  day  to 
the  apUy  named  Pitts  Hotel  at  14th  and  Behnont  Scraeti 
NW,  where  they  receive  their  meab  and  a  room  tmiph 
ment  for  the  night.  If  the  Pitts  is  hill  they  are  ghwn  bus 
fare  and  sent  to  one  of  two  other  dismal  hoicb  on  the 
outskirts  of  the  aty,  or  to  the  Greentrce  Sheher  in  Bcthc»> 
da,  Marx'land.  The  next  day  they  return  to  the  Pitts,  and 
begin  the  process  again.  Many  families  shuttle  among  the 
hotels  for  months  as  they  search  frantiadly  for  an  apart- 
ment  they  can  afford. 

Some  of  the  luckier  open-maribet  faouKes  %innd  up  }utl 
down  the  road  from  the  Pitts,  at  the  CommunUy  ol  Hope, 
housed  in  a  lenoMUd  apart- 
ment building  on  Betaonl 
Street.  The  orgsniiation,  wrtiich 
is  funded  by  ttte  dty.  is  ran  by 
Tom  Nees,  a  ministtr  in  iKe 
Churdi  of  the  NoBiene.  liun- 
fliCs  pay  a  small  rental  fee  to  kvc 
lemponrily  in  the  building.  The 
moTMy  is  put  into  an  escrow  ac- 
count and  given  to  the  family 
%vhen  it  leaves,  ideally  within  90 
days.  Nees's  group  indiadct 
heahh  and  social  servicei.  legal 
aid.  job  assistance,  emeigsncjf 
houi^  assistance  and  coun- 
seling, and  so  on. 

"Family  homelcssnesB.** 
Nees  says.  Is  prtoarfly  an  eco- 
nomic problem.  Stract  people 
are  traumatized,  and  «vfll  be  d^ 
pendent  rcgardOcst.  ThaTs  not 
true  with  families,  where  homelessness  pioducesthetrau- 
ma."  The  families  at  the  Community  of  Hope  imly  in- 
dude  a  husband  or  father.  Five  of  the  dooen  woatwn  stay- 
ing there  at  the  time  of  my  visit  worfccd  full-lime,  bat 
didn't  earn  enough  to  rent  apartments  of  their  own.  Oth- 
ers were  ivelfare  mothers  who  had  parceled  oat  their  cNI- 
dren  to  friends  and  relathres  or  foster  care.  Nics  tries  to  grt 
such  families  back  together.  Most  of  the  woatin  had  bam 
bxing  in  cramped  quarters  with  friends  or  nialfvcs.  Their 
families  broke  up  %vhen  overcrowding  in  a  amal  apart- 
ment became  intoterable,  or  when  the  landknd  thrsotemd 
to  revoke  the  lease,  or  when  they  realiad  the  impoasMHy 
of  finding  a  place  cheap  and  big  enough  far  al  of  thm. 
Washington's  public  housing  office  Is  stil  piooisring  ap- 
plications filed  ten  years  ago:  tfiere  are  no  federal  funds  to 
speak  of. 

Nees  also  tries  to  urge  the  women  on  to  peater  self- 
Miffidency.  But  he  can  help  only  the  cmployaH»-''Wr 
don't  know  how  to  begin  «ifith  the  ochers."  And  for  many 
of  the  %Mxnen.  a  minimum-wagt  iob  wwold  hardly  hdp. 
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"A  %voinan  %nth  five  or  six  kids  could  be  getting  Sl.OOO  a 
month  in  food  stamps  and  AFDC.  She'd  have  to  earn 
Sl2,000  a  year  to  compare  with  diat.  It's  a  terrible  dilemma. 
There  is  now  a  disincentive  to  enter  die  }ob  market  at  the 
minimum  wage — ^you  can't  raise  yourself  above  the  pover- 
ty Hne." 

Gties  are  ^«nding  considerable  sums  on  emergence' 
measures  like  the  Pitts  that  do  little  or  nothing  to  solve 
these  families'  problems:  no  housing  and  no  jobs.  The 
D.C.  government  shells  out  between  S80  and  S250  a  day 
for  each  open-market  family.  Nees's  costs  are  S40-S45  a 
day.  New  York  spends  a  minimum  of  SI, 200  a  month  to 
put  up  a  family  of  four  in  a  city  shelter.  As  the  Task  Force 
Rgpoit  of  the  American  Psychiatric  Association  describes 
it,  "Qt>'  policy  tou'ard  the  homeless  is  best  described  as 
one  diat  lurches  from  court  order  to  court  order.  .  .  .  Har- 
vests of  waste  rather  tfwn  economies  of  scale  are  reaped 
when  crisis  management  becomes  the  modus  operandi  of 
housing  and  sodal  service  agencies."  Or,  as  Nees  puts  it, 
"They're  just  putting  out  fires  aiMl  picking  up  the  bodies." 

T'HESE  I*IECEMEAL,  insufficient,  and  expensive  ef- 
forts are  an  accurate  reflection  of  ambivalent  policies 
and  beUefs.  Two  decades  ago,  during  the  Kemtedy  admin- 
btration,  the  wards  of  state  wtental  Itospitals  were  emptied 
out  at  the  urging  of  progressive  politicians  and  psychia- 
trists who  justifiably  derKninced  the  onistreatment  of  in- 
mates and  the  wretched  conditions,  and  who  believed  that 
the  mentally  ill  had  the  right — and,  with  proper  medica- 
tion and  counseling,  the  ability — to  live  productive  lives  in 
the  community. 

Today  the  betrayal  of  that  vision  is  well  known.  Patients 
%vere  precipitously  released  regardless  of  whether  local 
hidlities  coiald  provide  adecuate  follow-up  care — indeed, 
regardless  of  whether  those  facilities  even  existed.  Com- 
munities fought  the  establishment  of  halfway  houses  and 
dirties  in  residential  nei^borhoods,  and  local  govern- 
ments were  rehictant  to  fund  them.  The  mental  health 
centers  that  were  established  were  designed  more  for 
treatment  of  p^op\t  widi  occasional  problems  than  for 
duonic  patients.  Families  often  found  themselves  urtaUe 
to  cope  with  the  strains  of  caring  for  a  disturbed  sibling  or 
parent  or  duld.  And  the  new  minde  drugs  proved  to  be 
less  of  a  cure-all  dian  the  psyduatrists  had  hoped.  Though 
untold  numbers  successfully  made  the  transition  from 
3fears  of  custodial  care  to  independent  lives  outside,  tnany 
ttMMisands  of  the  most  needy  did  not. 

One  of  the  deeply  hekl  priitdples  of  the  Reagan  admin- 
istration is  diat  pec^le  not  only  have  a  right  to  seK-deter- 
miitation,  but  a  duty  as  well.  Last  winter  when  President 
Reagan  was  asked  on  "Good  Morning  America"  about  the 
widespread  impression  that  his  policies  are  causing  mis- 
ery among  the  poor,  he  replied:  "What  we  have  found  in 
this  country-— and  maybe  we're  more  aware  of  it  now — is 
one  problem  that  we've  had,  even  in  the  best  of  times,  and 
that  is  the  people  who  are  sleeping  on  the  grates,  the 
homeless  who  are  homeless,  you  might  say,  by  choice." 
That  is,  if  people  choose  not  to  get  a  job,  and  not  to  care  for 


themsekes  responsibly,  it  must  be  a  matter  of  life-style.  In 
any  case,  it  shouki  not  be  a  matter  of  pressing  concern  to 
the  federal  government. 

The  failures  of  deinstitutionalization,  the  sluggishness 
of  dt\'  bureaucracies,  and  the  Reagan  administration's 
laissez-faire  precepts  have  led  to  a  contrary  notion  among 
those  cofKemed  about  the  homeless:  the  "right  to  shd- 
ter."  The  1979  case  of  Callahan  v.  Carey  in  Nen-  York  state's 
Supreme  Court  established  that  the  dty  had  a  legal  obliga- 
tion to  provide  shelter  for  the  homeless.  A  few  wedcs 
later,  in  one  of  the  most  ironic  repercussions  yet  of  the 
community'  mental  health  movement.  New  York  Qty 
opened  the  Keener  Shelter  on  Wards  Islartd — an  empty 
building  in  one 'of  those  large,  isolated  state  psychiatric 
hospitals  that  had  been  shut  down.  But  the  dty  balked 
when  it  came  to  overseeing  the  shelter  two  subsequent 
lawsuits  were  brought — and  won — against  the  dty  kn  fail- 
ing to  maintain  adequate  health  staitdards,  and  for  allow- 
ing sevtit  overcrowding.  A  facility  designed  to  hoM  up  to 
180  men  was  taking  in  600  eadi  night. 

Many  dtizens  are  ready  to  recognize  the  right  to  shelter, 
but  not  to  welcome  the  homeless  into  their  neighbor^ 
hoods.  This  point  was  neatly  made  in  Washington  recen^ 
ly.  On  election  day  an  initiative— conceived  Inr  Mitdt  Sny- 
der's group,  the  Community  for  Creative  Non- Violence- 
requiring  the  District  to  provide  shelter  to  everyone  who 
requests  it  was  passed  by  a  resounding  72  percent,  despite 
the  opposition  of  virtually  every  politician  and  activist  in 
the  dty.  A  few  weeks  after  the  vote,  during  a  to«^  mee^ 
ing  in  Georgetown  to  discuss  the  possible  opening  of  a 
small  shelter  for  women  in  the  neighborhood,  a  woman 
serving  on  the  Advisory  Neighborhood  Commisston 
stood  up  and  objected.  "What  do  you  mean  support  serv- 
ices? I  vn»ed  for  Initiative  17,  but  I  thaight  I  was  jutt 
voting  for  mattresses  on  the  floor." 

P Partly  for  this  reason,  some  are  now  advocating  a 
return  to  the  days  of  asylum.  On  "Nightline"  recently, 
George  Will  made  the  case  bluntly.  "We  constantly  in  thb 
country'  talk  about  every  problem  in  terms  of  a  dash  of 
indi\'idual  rights,"  he  said.  "The  community  has  some 
rights  here.  If  it  is  illegal,  and  it  is,  and  ought  to  be  illegal, 
to  litter  the  streets,  frankly  it  ought  to  be  illegal  for  people 
who  must  survive  in  panhandling  among  otfter  ttiings  to 
sleep  on  the  streets.  Therefoif  there  is  a  simple  matter  of 
public  order  and  hygiene  in  getting  these  people  some- 
where else.  Not  arrest  them,  but  move  them  off  to  some- 
place where  they  are  simfriy  out  of  sight  and  no  kmger  a 
visible,  in  some  cases  intrusive,  in  some  cases  even  an 
aggressive,  public  nuisance."  The  trouble  with  Will's  trash 
remox'al  solution  is  that  the  problem  is  not  a  "simple  mat- 
ter of  puMic  order"— or  a  simple  matter  of  anything  else. 
For  the  vast  majority  of  the  homeless,  reinstitutioruliza- 
tion  is  not  a  sensible  solution. 

The  first,  most  obvious,  step  is  to  create  respecUble,  af- 
fordable, permanent  housing.  The  National  Lov^'  IiKome 
Housing  Coalition  estimates  that  at  least  750,000  new 
apartments  a  year  are  needed.  Gty  and  slate  governments 
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are  n(n\'  beginning  to  recognize  the  urgenq-  of  the  situa- 
tion. Since  1963  New  York  has  renox-ated  for  the  homeless 
4.300  vacant  apartments  owned  b\'  the  aty.  Mayor  Koch — 
under  relentless  pressure  from  advocacy  groups  and  Cit\' 
Council  members  Ruth  Messinger  and  Carol  Bellamy,  his 
opponent  in  Qxe  mayoral  race — has  stopped  awarding  tax 
breaks  to  real  estate  developers  eager  to  convert  SROs  into 
luxurx'  condominiums.  N'e^-  York  governor  Mario  Cuomo 
and  Massachusetts  governor  Michael  Dukakis  have  made 
specialized  housing  programs  for  the  poor,  disabled,  and 
elderly— closely  connected  to  mental  health  and  social 
service  programs — a  top  priorit)*. 

The  Reagan  administration,  on  the  other  hand,  af^tears 
to  have  decided  to  renounce  once  and  for  all  any  meaning- 
ful federal  support.  HUD's  budget  authoritx*  for  assistance 
to  additional  househokls  was  cut  from  $30  billion  to  Sll 
billion  in  Reagan's  first  term.  In  his  fiscal  1986  budget,  he 
proposes  to  chop  that  by  an  additioiul  95  percent,  to  S499 
million.  The  impact  of  these  cuts,  which  are  spread  over  a 
period  of  20  years,  has  hardly  been  felt  yet.  Most  housing 
analysts  agree  that  although  dties  and  states  and  private 
organizations  may  be  better  suited  to  administer  effective 
housing  programs,  they  simply  don't  have  enough  money 
for  die  initial  investment,  especially  in  cities  like  New 
York,  where  the  need  for  low-income  housing  has  become 
desperate. 

IN  THE  LONG  RUN,  emergency  shelters  will  cost  ev- 
erv'orw  a  great  deal  more  than  permanent  apartments, 
group  homes,  aiMl  a  mental  health  system  diat  vahies 
patients'  well-being  as  much  as  their  freedom.  Public  poli- 
O'  is  being  driven  b>'  defensiveness  and  a  failure  of  nerve. 
There  are  efficient  and  even  modestly  successful  organiza- 
tions out  there  that  have  put  to  good  use  whatever  trun- 
cated ser\'ices  are  available,  without  placing  undue  strain 
on  the  public  purse. 

Doubtless  a  small  percentage  of  the  chronically  mentally 
ill  will  need  continuing  supervised  care  in  a  structured  set- 
ting. The  St.  Francis  Residence  on  Manhattan's  East  Side 
and  now  the  St.  Francis  Residence  II  on  the  West  Side  are 
repeatedly  dted  as  examples  of  decent,  long-term,  inex- 
pensive care  for  the  mentally  ill.  Both  were  former  SRO 
hotels  that  were  renovated  through  dorutions  to  the  St. 
Francis  of  Assisi  Friends  of  the  Poor.  "Our  intention,"  says 
Father  John  Felice,  who  founded  the  homes,  "is  to  make 
the  social  service  system  work."  Unlike  the  huge  armories 
and  flophouses  run  b\'  the  cit>',  St.  Francis  demands  that 
the  dignity  and  privacy  of  each  resident  be  respected.  Ten- 
ants are  guaranteed  a  room  of  their  own,  for  which  they 
pay  S145-S210  per  month  out  of  their  welfare  payments. 
Social  Securitx-.  SSI,  or— if  the>'  have  a  job— their  pay- 
checks. Occasiorully  one  of  the  men  or  women  will  require 
a  period  of  hospitalization,  in  whidi  case  his  or  her  room  is 
held  open.  It  costs  St.  Francis  a  modest  $15-S20  a  day  for 
each  of  its  residents.  Many  men  are  afraid  to  speiui  a  saitgle 
night  at  the  dty  shelters.  The  tenants  at  St.  FraiKis  consid- 
er it  their  home.  There  is  very  little  turnover. 

For  those  whose  suffering  is  less  existential  than  eco- 


nomic, there  are  any  number  of  possibilities.  In  Washing- 
ton the  Community  of  Hope,  which  assists  families,  is 
onh-  one  of  them.  There  is  McKeima  House,  whidt  takes 
in  unemployed  men,  assists  them  in  finding  jobs,  and 
helps  tiwrn  to  become  fulh*  independent  again.  There  is 
the  Reverend  John  and  Ema  Steinbruck's  "K  Street  V^ 
lage"  at  Luster  Place  on  Thomas  Grde.  whkh  includes— 
in  addition  to  an  emergence'  shelter  for  homeless  women 
inside  the  Luther  Place  Church— a  health  clinic  for  the 
neighborhood  poor  and  three  group  homes  for  women, 
where  tt«ey  are  hriped  to  find  )obs  and  permanent  living 
arrangements. 

THESE  UNDERYaIONGS  share  several  hmdamental 
priiKiples.  Insofar  as  it  is  possd)le,  the\'  reduce  the 
need  for  shdter  rather  than  perpetuate  it.  The>'  attack  both 
iitstitutional  and  wclfore  dependency  with  strong  doses  of 
old-fashioned  practical  self-help.  They  are  smaO  and  ad- 
mittedly selective,  recognizing  tttat  homelessness  can't  be 
effectively  treated  as  k)ng  as  people  are  being  housed  in 
vast  warehouses,  or  as  kmg  as  it  is  considered  a  mere 
matter  of  "mattresses  on  the  ffoor." 

The  Sleinbnida  emi^Msize  tttat  the  most  fragiile  of  their 
charges— tfie  women,  most  of  them  mentaDx'  ill.  who 
speiKl  eadi  night  on  the  floor  of  their  chape) — «vouJd  be 
better  served  at  St.  Elizabeth's  mental  hospital.  %irhere  at 
least  the\'  would  be  safe.  One  woman  %tras  assaulted  on 
the  steps  of  the  Luther  Place  Church.  Another.  80  yews 
(dd,  was  beaten  while  she  was  out  on  dte  streets.  Ema 
Steinbruck  says,  "Some  of  them  can't  make  a  decision  lor 
their  own  wdl-being.  But  St.  Ts  doesn't  want  them;  it 
wants  to  get  them  out."  One  night  recently  a  schizophren- 
ic woman  was  sent  from  The  Distrid  of  Columbia  General 
1  lo&pital  to  St.  Elizabeth's  to  tf-e  street  because  no  psychi- 
atrist had  been  willii«g  to  sign  an  invohmtasy  committal 
form  and  she  herself  couldn't  cope  with  the  paperwork. 
She  showed  up  at  Luther  Place  tilie  next  moming. 

Still,  the  Steinbnida  have  shown  an  adinilness  at  coax- 
ing casseroles  and  dotfiing  from  tiieir  parishioners  and 
nei^bors:  at  convincing  students  to  staff  tfieir  group 
homes  and  doctors  to  woric  in  their  clinic  and  at  negotiat- 
ing the  complex  of  dt>- %velfare  offices,  zoning  ordinances, 
pdice  emergency  units,  and  the  recalcitrant  mental  health 
system.  The>'  have  had  less  success  with  Hte  biggest  pro- 
ponent of  vohmUrism:  Ronald  Reagan.  The  most  the 
Steinbrucks  have  received  from  the  administration  is  a  few 
consultations  with  Harvey  Vieth,  the  chairman  of  the  Fed- 
eral Ta^  Force  on  te  Homeless,  and  a  visit  from  some  of 
the  cabinet  wives,  who  stopped  by  one  day  at  Christmas- 
time laden  %vith  toiletries  for  the  women. 

Some  of  the  solutions  lor  Hte  homeless  %vill  not  be  cheap 
or  politically  popular.  But  the  Community  of  Hope,  the  St. 
Frands  Residences,  and  Luther  Place  have  deuKwistialed 
that  pro\iding  for  the  majority  of  the  homeless  need  not 
entail  hiding  them  aniray.  hJeither  passive  aceeptante  of 
frfaces  "fit  lor  vermin  and  trash"  nor  caDs  lora  return  lo 
custodial  care  are  the  only  ways  oat  of  this  quandanr. 
The>'  are  simply  the  least  imaginative.  o 
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